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Comment Letters 404 - 522 
for
Exposure Draft
Proposed Statement on Standards for Accounting and Review Services 
Assembly of Financial Statements for Internal Use Only
American Institute of Certified Public Accountants 1211 Avenue of the Americas, New York, NY 1003 6 -87 7 5  (212) 5 96 -6 2 00  •  fax (212) 5 96 -6 2 13
The CPA. Never Underestimate The Value.
CROWE CHIZEK
Decem ber 2 8 , 1995
A ccounting an d  Review  Services Com m ittee
c /o  Mr. D an  G uy
ARSC File 9508
AICPA
1211 A venue of the  Am ericas
N ew  York, NY 10036-8775
Dear Mr. Guy:
We are p leased  to com m ent on the Exposure Draft, "A ssem bly of Financial S tatem ents for 
Internal Use O nly." W e believe this proposal is significantly flaw ed an d  shou ld  be significantly 
revised.
This proposal is significantly flaw ed for several reasons. First, it does n o t prov ide proper 
inform ation for users, including m anagem ent users, to unders tand  w h a t they are receiving. 
Second, the  service defined as an  assem bly is inadequately defined  versus a com pilation. 
Third, the  p roposal seem s to be a "solution in search of a rationale", in  th a t the sta ted  reasons 
for this p roposal are  n o t answ ered  by this proposal. Fourth, this p roposal im plies tha t quality  
controls are  n o t needed  over the proposed service. Fifth, the p roposal establishes various 
encum brances to the  proposed  service that are not needed or th a t are  im proper.
After w e discuss the  problem s w ith  the proposal, w e present tw o alternatives tha t shou ld  be 
considered in  lieu of the proposal.
1. The p roposa l does not provide inform ation for users, includ ing  m anagem ent users, to 
unders tan d  w h a t they  are  receiving.
A serious flaw  exists in  the proposed service—users are no t to ld  abou t the  p ro d u ct they are 
getting. U sers are no t told that the financial statem ents are p repared  on  any specific basis of 
accounting, so perhaps users will imply that GAAP is used w hen  th a t m ay no t be the case. 
Users are n o t to ld  that the financial statem ents are incom plete (w hich m ay be due  to various 
reasons, such  as the  lack of interim  accruals or om ission of debt), so p erhaps users w ill infer 
that the financial sta tem ents are complete representations. Users are  no t told tha t the 
accountant has no ted  problem s in the application of accounting princip les (such as im proper 
revenue record ing , carry ing  w orthless assets, om itting liabilities, etc.), so perhaps users w ill 
infer tha t the  num bers in the financial statem ents are valid  or com plete bases w ith  w hich to 
m ake decisions. U sers w ill not be told that disclosures are no t p rov ided , so perhaps users will 
infer tha t the  num bers tell the w hole story. In short, users, including  m anagem ent, are not 
w ell-served by the om ission of a report from the accountant.
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The exposure d raft attem pts to deal w ith  this problem  in  the illustrative engagem ent letter, by 
stating  th a t the  financial statem ents will, no tw ithstand ing  these lim itations in  the services 
p rov ided , p rov ide  {management} w ith  inform ation th a t can be u sed  in  m anag ing  the en tity 's 
business. This discussion continues by stating  this is because m anagem en t has know ledge of 
the  day-to-day  affairs th a t w ill allow  them  to place the financial sta tem ents " in  the  proper 
context" a n d  w ill allow  m anagem ent to "identify  questions ab o u t m ateria l m atters w hen 
appropria te ."  H ow ever, it is difficult to see how  m anagem ent, p resum ab ly  relatively un tra ined  
in  accounting, can unders tand  the proper context of the  financial sta tem ents or know  w hat is 
m aterial or know  w h a t questions m ay exist regard ing  such item s, especially  w hen  there is no 
accountan t's  repo rt po in ting  o u t those problem s.
As a fu rther po in t, th is proposal states that m anagem ent's  know ledge of the  business provides 
the exem ption  u n d e r w hich the assem bly service can be p rov ided , w ith  financial statem ents 
lim ited to in ternal use. There seem s to be little rationale for d eny ing  a th ird  party  access to 
these financial statem ents w hen  that third party , for exam ple a lender, states th a t they have 
sim ilar know ledge about an  en tity 's  daily business an d  w h a t is m ateria l to  the  entity. H ow  can 
this proposal allow  d istribution to m anagem ent based  on  the ir know ledge and  restrict 
d istribu tion  from  th ird  parties w ith  similar, o r nearly  sim ilar, know ledge?
2. The service defined as an  assem bly is inadequately  defined versus a  com pilation.
This p roposal brings the definition of an assem bly in to  possible conflict w ith  the definition of a 
com pilation, w hich  latter defined as "presenting in  the form  of financial statem ents inform ation 
tha t is the p resen tation  of m anagem ent (owners) w ithou t u n d ertak in g  to  express any assurance 
on the sta tem ents." D oesn 't th is definition also fit an  assem bly service?
The p roposal im properly  defines the assem bly service based  on  th e  d istribu tion  of the ou tpu t 
tha t is p roduced—financial statem ents for internal use only. T hus, the  proposal does not 
adequate ly  define the professional services p rov ided  o r d ifferentiate them  from  a com pilation, 
except to  say an  assem bly is "p rovid ing  various m anual o r au tom ated  bookkeeping o r data 
processing services". This definition is too vague an d  ill-defined, since the scope of such 
"various services" m ay be very lim ited or m ay be very extensive, m ore th an  the services in  a 
com pilation.
W hen one reads this definition of a com pilation and  applies it  to  the  p roposed  assem bly 
service, the  com pilation  service fits the definition of w h a t the accoun tan t is do ing . To see the 
problem  w ith  this, w e quote from  the transm ittal letter in  the proposal: "ARSC believes that 
professional s tan d a rd s  should  be easily understood  an d  shou ld  n o t be subject to w ide variances 
in  their app lication  based on  technicalities." The p roposed  defin ition  of assem bly, w hen 
view ed next to the  definition of a com pilation, exactly fits this s itua tion  th a t ARSC is lam enting. 
To continue, the  transm ittal letter objects to problem s w ith  w h o  instructs the  com puter by 
stating: " th e  professional services rendered in  each situation  are  the  sam e in  substance", b u t the 
application  of the  reporting  standard  (com pilation report o r client issues w ith  no  report) varies
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based on  "technicalities". It appears this proposal is creating yet ano ther technicality, w here 
the difference betw een  an  assem bly and  a com pilation is based  on  w h a t d istribu tion  is 
in tended, n o t w h a t professional services are applied! This does n o t appear to  be an 
im provem ent b u t ra ther another technicality to stum ble over.
The cu rren t com pilation s tandards appear to contain adequate protections for users, ye t 
w ithou t such  protections being onerous for the accountant. The accountan t needs to  m ake sure 
the basis of accounting  is adequately  described som ew here (AR 100.20), the  accountant shou ld  
understand  the in d u stry  (AR 100.10) and  the com pany (AR 100.11), the accountan t m ay be 
aw are th a t in fo rm ation  supp lied  by the entity is incorrect, incom plete, or otherw ise 
unsatisfactory for financial statem ents and  should  obtain additional in form ation  (AR 100.12), 
and  the accountan t shou ld  consider w hether the financial statem ents ap p ear appropria te  in 
form  an d  free from  obvious m aterial errors (AR 100.13). These appear to be useful gu idance to 
an  accountant in  perform ing  even an  assem bly service. The Com m ittee sh o u ld  consider 
w hether any of such  item s should  be required  in  an  assem bly, an d  p rov ide  better rationale for 
its position th an  the curren t m anagem ent-know s-the-com pany position—sh o u ld n 't the 
accountant know  a little abou t the  com pany and  the industry  too?
3. The proposal seem s to be a "solution in search of a rationale", in  th a t the  stated  reasons for 
this proposal are  n o t answ ered  by this proposal. Thus the problem s sta ted  as giving rise to the 
need  for th is p roposal are not dealt w ith  by the proposal or are easily solved in  o ther w ays.
We have a difficult tim e understand ing  w hy the Com m ittee feels the com bination of factors 
they describe—m anagem ent needing  inform ation that need n o t com ply w ith  a com prehensive 
basis of accounting, costs of quality  control procedures, use of cash basis financial statem ents, 
allow ed om ission of disclosures—presents the unw orkable and  onerous situation  to the  CPA 
that the C om m ittee seem s to believes exist. This proposal reduces the ro le of the CPA to one 
that p rovides no  perceived value a t a tim e w hen the A m erican Institu te of CPAs is advocating 
"never underestim ate  the value of the CPA."
The d iscussion in  the  exposure draft cites a reason for this proposed  sta tem ent tha t existing 
com pilation s tan d a rd s  allow  a situation w here the decision on  w hether to  issue a com pilation 
report depends on  the w ho  instructs the com puter to prin t financial statem ents. H ow ever, the 
proposed  S tandard  does noth ing  about this situation regard ing  com pilation reports, as it 
creates a new  form  of service. CPAs perform ing com pilation services w ill still be faced w ith  the 
issue on  com pilation  reports that the Com m ittee feels exists, as th is proposal does no th ing  to 
change any gu idance  on  com pilations.
O ther reasons cited  for this proposal are m ore easily solved in o ther w ays th an  by issue of this 
proposal. For exam ple, the Com m ittee cites difficulties in "coping w ith  the logistics of 
p rovid ing  a rep o rt o n  firm  letterhead while w orking a t the client's location." This problem  
could be solved by  taking such letterhead to the client's location an d  using  it there. O r m odem  
technology can  be used  to p rin t letterhead in the field. O r m aybe letterhead  isn 't needed.
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Q uestions as to w h o  instructs the com puter are cited in  th e exposure  d raft as a reason  for the 
assem bly level of service, b u t the exposure d raft ignores th is very  sam e question  w hen  it 
considers the  assem bly service. In the assem bly level service, w h y  w o n 't  the very  same 
question  arise  (if indeed  it is a  problem ) dealing  w ith  w hether the  client or the accountant 
instructs th e  com puter? W ill the  "for in ternal use only" legend an d  the  engagem ent letter not 
be n eeded  if the client instructs the com puter, or m u st the accountan t insist (how?) th a t this 
legend be included  even if the  client instructs the com puter?
In a com pilation, all disclosures and the sta tem ent of cash flow s m ay  be om itted  (AR 100.19, 
.21). A com pilation  report can  refer in a generic fash ion  to  om ission  of all disclosures, use of 
accounting  basis, failure by m anagem ent to  record  a specific item  u n d e r  the  princip le used  (for 
exam ple, lan d  recorded  at fair value), and  a b road  reference to  lack of in terim  accruals being 
recorded, o r w hatever fits the circum stances, w ithou t de term in ing  th e dollar am oun ts of such 
differences. (AR 100.40).
In  short, a  com pilation  report can refer to various general d epartu res from  the accounting basis 
u sed  (if there  are such departures), and app ly  to  an  incom e sta tem en t an d  a balance sheet (or 
e ither one.) O ver the years there have been  various changes in  professional literature to 
increase the  acceptability of o ther com prehensive bases of accounting, such  as the cash basis or 
m odifications thereto. The SSARS standards also allow  financial sta tem ents to be prepared 
w ith o u t footnotes o r o ther disclosures. Accordingly, w e ju st d o n 't  see a  big enough  problem  
w ith  how  cu rren t practice can handle such reporting  situations. A client can ask no w  to have 
financial s ta tem en ts p repared , and  if w e are aw are of a  GA A P d ep artu re  (if cash basis, there 
w ou ld  be m any  few er departures) we can sim ply note  it in  a  p a rag rap h  in  the com pilation 
report. Such a parag raph  probably  w on 't change m uch  from  period  to  period, an d  once it is 
a d d ed  to th e  repo rt there are no t future increm ental costs or tim e delays in  using  it again.
The difficulties no ted  in application of the professional standards shou ld  perhaps be dealt w ith 
by  fu rther am end ing  those standards or considering practical a lternatives to the difficulties, 
ra ther th an  by p roposing  a new  service.
4. This p roposa l im plies that quality  controls are n o t needed  over the  p roposed  service.
Since the C om m ittee  view s quality  control procedures as p rov id ing  cost and  delay to the 
process of p rov id ing  clients w ith  the com pilation service they need , w e believe the Com m ittee 
shou ld  in stead  p repare  a rationale for w hy  such quality  control procedures are no t cost- 
beneficial a n d  shou ld  be elim inated or changed  in  com pilation engagem ents.
Further, we note th a t the quality control standards state they  cover accounting services for 
w hich  s tan d a rd s  are  established (QC 10.01). The proposed  assem bly service contains various 
reporting  a n d  d istribu tion  standards, requires an  engagem ent letter, requires certain  actions 
w h en  d istribu tion  is expanded , and  otherw ise appears to  establish  s tan d ard s  that, unlike the 
p roposa l's  view , seem  to bring  even an  assem bly u n d e r som e fo rm  of quality  control 
procedures.
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5. The proposal establishes various encum brances to the p roposed  service th a t are n o t needed  
or that are im proper.
We have serious difficulties w ith  guidance in  the proposed Statem ent, as no ted  below.
Paragraph 4 requires an  engagem ent letter. We do no t believe th a t an  engagem ent letter should  
be required. W hile w e w ould  encourage the use of an  engagem ent letter, w e do  no t believe it 
should  be m andated  for all situations. It is also im proper to require  specific conten t in  the 
engagem ent letter, such as the provision that the engagem ent cannot be relied u p o n  to 
disclosure errors, etc. Further, w hy  m ust a client represent tha t the  financial statem ents "w ill 
p rovide ...inform ation tha t ...m anagem ent can use in  m anaging the en tity 's  business." Further, 
if m anagem ent does m ake the representations illustrated, w h a t hap p en s w h en  m anagem ent 
does "identify  questions abou t m aterial m atters w hen appropriate"?
An accountant perform ing  services for a nonpublic entity  th a t has borrow ings w ill, u n d er this 
proposal, have serious difficulty in  concluding that the assem bly level service w ill be allow ed. 
M ost borrow ers p rov ide  financial inform ation to a lender on  a periodic basis. A h accountant 
w ith a client in  such  a circum stance will thus have to conclude th a t the  financial statem ents 
"reasonably m igh t be expected to be used" by the lender. H ence the  applicability  of the 
assem bly level of service w ill probably be restricted to clients tha t do  n o t borrow  funds.
We do no t believe tha t parag raph  6 is a proper obligation of the accountant. If based  on the 
agreem ent established, the client fails to abide by the agreem ent, the accountant shou ld  no t be 
placed in  the position  of having  a responsibility to consider notify ing th ird  parties or "o ther 
appropriate  actions".
A lternative 1.
As an  alternative to the exposure draft, we suggest the follow ing service be defined and  the 
following repo rt used  for engagem ents "less than" com pilations. This alternative is sim pler 
than  the cu rren t p roposal and  has the benefit of providing clearer com m unication to users of 
the financial statem ents.
In this alternative, an  engagem ent letter is no t required. The financial statem ents could  be 
given to and  used  by th ird  parties as well as by m anagem ent, w ho  w ou ld  be aw are based  on 
the accountan t's  report tha t the inform ation m ay no t be com plete, accurate, or follow  any 
accounting principles.
An assem bly service w ould  be defined as a service in  w hich the CPA does no t p rov ide  any 
assurance abou t
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GA A P or o ther reporting  basis. Com m unicate the CPA 's w ork  by  a report, as follows.
The above financial statem ents w ere assem bled by  ABC & Co, CPAs. A n 
assem bly  is a very lim ited  service involving sum m ariz ing  in  the  form  of 
financial statem ents unadjusted  inform ation from  m anagem ent, a n d  does no t 
involve any  services related  to determ ining the accuracy or com pleteness of the 
in form ation  presented. The financial statem ents om it d isclosures an d  m ay 
con ta in  departu res from  generally accepted accounting p rincip les (cash basis, 
etc.), w h ich  ABC & Co. disclaim s any responsibility o r obligation  to  note.
A lternative 2.
As ano ther alternative, w e suggest that apply ing  the cu rren t com pilation  s tandards  to a cash 
basis balance sheet a n d  incom e statem ent, om itting disclosures, ap p ears  to  be a fairly sim ple 
w ay  of p ro v id in g  useful inform ation to users in  a cost-effective a n d  tim ely  fashion. Even 
G A A P financial statem ents om itting  certain accruals can be ju st as quickly hand led  under 
existing s tan d a rd s  w ith  a  m inim um  of cost w ith  no need for this proposal.
W e are  p leased  to  p rov ide  our com m ents. As noted  earlier, w e believe it  to  be a serious m istake 
to issue the assem bly level service exposure d raft contain ing the flaw s w e no ted  above. Please 
contact Jim  B row n if you have questions.
Very tru ly  yours,
 
Crowe, Chizek and Company LLP
CAT H O L lC LIFE INSURANCE
December 2 7 ,  1995
Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Re: Assembly o f Financial Statements for Internal Use Only
Dear Mr. Kelley:
In response to the Exposure Draft under SSARS regarding the Assembly o f Financial Statements, I am 
strongly opposed to permitting this new level of service. By permitting the assembly o f financial 
statements, we are taking away from the professionalism of public accountants and putting them in a class 
with bookkeepers. One reason the public holds CPA's in such high regard is the fact that we impose 
strong standards on ourselves and our profession and we are adamant at governing under those 
standards.
Many sole practitioners I have spoken to are in favor of the assembly o f financial statements so that they 
can avoid the peer review requirements. I feel these are the very practitioners that will be hurt by this. 
Regardless o f whether or not there is an engagement letter disclosing that these are assembled financial 
statements, small companies will still be tempted to provide such statements to their bank, insurance 
company, etc. In this same vein, paragraph #6 indicates that the authors o f this exposure draft feel this is 
a very likely outcome. Why set ourselves up for potential litigation and attorney fees? The average user
doesn't yet understand the difference between an audit and a review, let alone a compilation.....and now
you want to add another level? We're going to have the public so confused, they'll start seeing us in the 
same light as attorneys.
If  this exposure draff is accepted, the one concession I would make is that the reference on each page of 
the financial statements, such as “Restricted to Internal Use Only - See Engagement Letter Dated 
[Date]” be m andatory. This would add some protection for the preparer in that the user has been fairly 
warned.
Thank you for the opportunity to respond to this exposure draft.
Respectfully,
Jama T. Lopez, CPA
Financial Services &  Fraternal Benefits Since 1901 
1635 N.E. Loop 410/P.O. Box 659527/San Antonio/Texas 78265-9527 
210/828-9921
Clark Nuber
A Professional Services C o rp o ratio n
December 2 8 , 1995
Accounting and Review Services Committee
ARSC File 9808
AICPA
1211 Avenue of the Americas
New York, New York 10036-8775
Dear Ladies and Gentlemen:
This letter is in response to the Exposure Draft, “Assembly of Financial 
Statements for Internal Use Only" recently issued by the Accounting and Review 
Services Committee.
Our firm recognizes the profound changes that have occurred in the delivery of 
professional accounting services and the changes that will continue to occur in 
the future. We have clients now that are asking us to prepare and deliver 
financial statements 'on line' with their offices. We also assist clients in the 
preparation of internal use financial statements; though usually this occurs in 
special circumstances, rather than on an ongoing basis. We are aware of the 
issues that the Assembly standard is attempting to address and we are further 
aware that standards will continue to need refinement in the future to address 
practice needs not yet encountered. A very important and consistent theme that 
runs through all of these financial statement services is that the client expects 
that the statements are reliable and relevant to their needs. If they are not 
relevant or reliable, our clients expect us to tell them why they lack relevance 
and reliability. This is the essence of what a CPA does. This is how we add 
value.
Our firm does not believe the market place will allow CPAs to provide a service 
for the client that does not require the CPA to tell the client about known problem 
areas or specific errors in the financial statements. In fact, we believe that the 
market place is calling for CPAs to provide services on which more reliance can 
be placed. The ability of a CPA to offer an Assembly service as envisioned in 
the exposure draft can only be more confusing to the public about the role we 
play and the trust we deserve and open greater opportunities for missing the 
expectations of clients. This standard, in the absence of any additional 
guidance, gives license to assemble statements with any known misapplications
Clark Nuber
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of accounting standards. The CPA is not even required to read the statements! 
This is contrary to the public interest. The draft standard does not require the 
accountant to correct or even notify the client when a misapplication of 
standards occurs. A broad reference to ethical responsibilities is not sufficient to 
put the CPA or client on notice, nor is a written engagement letter containing 
exculpatory language. We believe the CPA has an obligation to positively 
address known reliability and relevance issues that would affect the clients use 
of the statements.
We believe that the market does support the need for expanded financial 
statement services by CPAs. We believe, however; that the existing compilation 
and review standards provide the appropriate guidance for accountants and 
protection for the public to meet this need. The primary obstacle to these 
standards being fully utilized and adapted to today's practice environment, in our 
opinion, is education. Practice in the area of compilations has grown around 
the use of practice aids such as PPC or the AlCPA's Integrated Practice Series. 
These tools are useful in helping CPAs adapt their services, but more needs to 
be done. The beauty of SSARS 1 is the simplicity of the standards for 
performing the compilation service. By our reading (at AR100.10-13) the extent 
of the accountant's obligation is clearly stated as:
".... possess a level of knowledge of the industry,"
"...possess a general understanding of the entity's business transactions, the 
form of its accounting records, stated qualifications of its accounting personnel, 
the accounting basis on which the financial statements are to be presented, and 
the form and content of the financial statements."
The SSARS standard then goes on to say that on the basis of that 
understanding, the CPA should consider whether it will be necessary to perform 
other accounting services. This is where the CPA adds value and where the 
public benefits from our expertise. The SSARS standards require little more in 
order to do a compilation. We need to devote more effort to educating CPAs 
how to apply these standards to practice today.
As an alternative to the Assembly standard, perhaps an amendment to SSARS 1 
would be helpful whereby a CPA could do a compilation, acknowledge known 
accounting deficiencies and report to the client the limited usefulness of the 
product. This would be a potentially useful service in that the public (internal or 
external to the client) would know that the CPA was still required to have the 
knowledge required by SSARS 1 but that the CPA was aware of certain 
accounting deficiencies. Readers could then draw their own conclusions about 
the importance of the apparent inaccuracies.
Accounting and Review Services Committee 
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 C lark N u ber
A Professional Services Corporation
We believe that an appropriate project for the SSARS Committee to undertake 
would be to address reporting issues raised by the increased use of technology 
in the preparation of financial statements. We also believe the Committee 
should reassert the purpose of the original SSARS standards and promote their 
greater use through educating CPAs how they can be efficiently applied in a 
changing world. We believe that these standards have withstood the test of time 
because of their simplicity and general applicability. What is needed is a fresh 
look at how they can be applied to today's practice - - not how to avoid them.
We fail to see the value a CPA can add to the public with this standard as it is 
written. In fact, we are concerned that the public will be more confused about 
the other services we now provide.
We would be pleased to discuss this letter with you at your convenience.
Sincerely,
Ronald G. Rauch, Shareholder
Certified Public Accountants &  Consultants 
10900 N.E. 4th Street. Suite 1700, 98004. P.O. Box 3844, Bellevue. WA 98009 
Tel: 206-454-4919 Fax: 206-454-4620
N orm an  W. Li p s h i e , C PA , C F E
IO  EAST 4 0 TH S T R E E T  
NEW  Y O R K , N .Y . 1 0 0 1 6
T E L  ( 2 1 2 )  6 7 9 - 3 4 1 5
FAX ( 2 1 2 )  6 8 9 - 0 6 5  7
December 20, 1995
Barry C Melancon, Pres.
AICPA
1211 Ave of the Americas
New York, N.Y. 10036
Dear Mr Melancon,
The purpose of this letter is to express my opposition to the 
proposed "Assembly of Financial Statements".
I believe that the client will show this statement to credit 
grantors, that he will mention that a CPA helped him assemble it, 
that the CPA will be named and although there may not be legal 
liability, the CPA will be exposed to criticism.
The practicing CPA will be paid less for performing the similar 
service that he now performs in preparing Compilation reports 
which in itself is as low as our standards should allow.
In short, there is no need for Assembly and much downside to the 
profession.
Yours Truly,
612-376-4500 
Fax 376-4850
LARSON
 ALLEN
 WEISHAIR  &  CO.
A Recrtcheo bMrriD LiabilitY Partnership
Suite 1000 
220 South Sixth Street
Minneapolis, MN 55402-4505
December 21, 1995
Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
AICPA
1211 Avenue o f  the Americas
New York, NY 10036-8775
Dear Mr. Kelley:
Our firm appreciates the opportunity to respond to the proposed statement.
We are a firm o f six offices, three in smaller communities and three in metropolitan areas. Each office has 
a strong monthly compilation practice.
We do not feel it is in our profession's best interest to add an assembly level o f service for financial 
reporting. Our reasons are:
Businesses hire CPAs for value. We feel this will lower the perceived value that exists 
today. The AICPA now has a slogan for our profession; "The CPA. Never underestimate 
the value." The assembly level statements will get out to third parties. We are naive to 
think otherwise. We feel this will lower our perceived value.
We do the assembly level of service for prospective statements in our firm and find that 
occasionally it doesn't work. We use an engagement letter which limits distribution to 
third parties when we do this level of service. Management has a hard time not giving 
third parties financial information when requested. We find they either forget our 
engagement terms or never understood that they shouldn't. Paragraph 6 o f the Exposure 
Draft deals with a situation which neither we nor our clients are very comfortable being in.
December 21, 1995 
Thomas P. Kelley 
Page 2
With technology, a compilation report indicating no disclosures or cash flow statement in 
a third paragraph and a fourth paragraph indicating GAAP departures is easy to generate 
either in the office or in the field. Our experience is the monthly compilations we do are 
done from our office. Our observation is that it is true for most other firms in the country. 
Also, the report rarely changes month-to-month much less year-to-year. The transmittal 
letter with the Exposure Draft indicates the assembly level o f service for historical 
financial statements would help us with:
Timeliness 
Cost effectiveness
Having to issue separate paragraphs for GAAP departures 
Unnecessary costs for quality control procedures 
Logistics o f issuing a report.
We have problems occasionally with the above matters. We have never found the problem 
to be standards. We have always been able to fix the situation by either training the client 
better or improving our own performance.
The fourth paragraph o f the transmittal letter dated September 6, 1995 deals with the 
"association issue." That is a professional judgment which we have always had to make. 
SSARS No. 7, paragraph 3, provides a more clear line "line in the sand" to apply in 
practice. We do not feel the assembly level service does more than add another "line in 
the sand." The last sentence o f that paragraph states;
"ARSC believes that professional standards should be easily understood and 
should not be subject to wide variances in their application based on technicalities."
Our experience from practice has been that SSARS standards are easily understood, are 
not subject to wide variances in their application and not written based on technicalities. 
We feel the assembly level of service will be subject to wide variances in their applications 
since there are no professional standards. We do not feel this enhances the value of a 
CPA.
December 21, 1995 
Thomas P. Kelley 
Page 3
Summary
We assume if the Exposure Draft is approved that SSARS No. 7 will need to be amended for paragraph
3. Isn't it easier now for professionals to answer the substance o f the association questions than to "duck 
under a no report" approach?
If  issued, we suggest in paragraph 2 the word "intended" be replaced with the word "restricted." 
Sincerely,
LARSON, ALLEN, WEISHAIR & CO., LLP
Certified Public Accountants and Business Consultants
Charles J. McElroy, CPA
Partner
612/376-4700
CJM:jt
O:\MISCWORD\CJM\KELLY.SAM
December 22, 1995
Mr. Thomas P. Kelley
ARSC File 9508
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036-8775
Dear Mr. Kelley:
The Committee on Auditing Services of the Illinois CPA Society ("Committee") is pleased to 
have the opportunity to comment on the exposure draft of the Proposed Statement on Standards 
for Accounting and Review Services, Assembly of Financial Statements for Internal Use Only 
("Exposure Draft") of the AICPA Accounting and Review Services Committee ("ARSC"). The 
organization and operating procedures of the Committee are described in the appendix to this 
letter. These recommendations and comments represent the position of the Illinois CPA Society 
rather than any of the Committee members and the organizations with which they are associated.
The Committee does not support the issuance of the Statement ("SSARS") for two fundamental 
reasons. One, we do not agree with ARSC’s rational supporting the need for an assembly level 
of service, as explained in its cover letter to the Exposure Draft. Two, we believe assembly 
services will, in the long run, do more harm than good for the profession.
First, we do not think that existing standards add significant costs or impair the ability to provide 
timely service. As to departures from generally accepted accounting principles, CPAs are not 
required to report all departures, only those of which they become aware during the compilation 
process and they are not required to quantify the effects of the departures. This aspect of a 
compilation engagement adds no significant incremental costs, especially after the drafting the 
initial compilation report. As to reporting and quality control, the time required to prepare a 
report on letterhead and perform quality control procedures (particularly for statements that omit 
substantially all disclosures) is minimal. With today’s technology and some advance planning, 
neither reporting nor quality control procedures inhibit timeliness of service.
Rather, we believe that adjusting the books of account and compiling the financial statements 
constitute the bulk of an engagement's hours. Neither the time nor cost of these tasks will be 
reduced by the creation of an assembly level of service. Further, we think the Exposure Draft 
compounds the cost effectiveness problem because the time necessary to prepare the newly 
required engagement letter will offset, and probably exceed, the time saved by omitting a 
compilation report.
Second, we believe that assembly services will ultimately further damage the reputation and 
credibility of the public accounting profession. Inevitably, despite any restrictions imposed by 
CPAs, assembled financial statements will end up in the hands of third-parties.
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Eventually, third parties will begin making claims against CPAs. Consequently, regardless of 
whether the claims are valid, CPAs will incur the monetary costs of defense and the 
nonmonetary costs of adverse publicity. The rewards o f assembly services are not 
commensurate with the associated risks. The profession should not expose itself to such 
disproportionate risks.
We do agree with ARSC’s observations about the shortcomings o f professional standards stated 
in the fourth paragraph of its cover letter to the Exposure Draft. However, we believe that 
ARSC should work to clarify SSARS 1 to address wide variances in its application based on 
technicalities, rather than permitting an assembly level of service that leaves the confusing 
provisions of SSARS 1 in place.
However, if  the SSARS is issued, we have the following two suggestions which partially 
alleviate our fundamental concern about risks to the profession:
•  In paragraph 5, we believe that a reference on each page should be required, 
rather that optional. We could not think of any reason that such a reference 
would be objectionable. We also feel that, when applicable, the reference should 
include disclosure that a CPA is not independence with respect to the entity.
•  As to paragraph 6, we believe that this paragraph prompts CPAs to associate 
themselves with financial statements that, up to the point of contact with the 
CPA, the third party theoretically had no knowledge o f a CPA’s involvement. 
The guidance in this paragraph should be reconsidered in light of this apparent 
"catch 22". If the reference in paragraph 5 is required, then the paradox may be 
resolved.
We would be pleased to discuss our comments and recommendations with you at any time.
Sincerely,
Sharon J. Gregor 
Chair of Committee on Auditing Services
APPENDIX A
ILLINOIS CPA SOCIETY 
AUDITING SERVICES COMMITTEE 
ORGANIZATION AND OPERATING PROCEDURES
1995- 1996
The Auditing Services Committee of the Illinois CPA Society (the Committee) is 
composed of 17 technically qualified, experienced members appointed from industry, 
education and public accounting. These members have Committee service ranging from 
newly appointed to 15 years. The Committee is a senior technical committee of the 
Society and has been delegated the authority to issue written positions representing the 
Society on matters regarding the setting of auditing standards.
The Committee usually operates by assigning a subcommittee of its members to study 
and discuss fully exposure documents proposing additions to or revisions of auditing 
standards. The subcommittee ordinarily develops a proposed response which is 
considered, discussed and voted on by the full Committee. Support by the full 
Committee then results in the issuance of a formal response, which at times, includes 
a minority viewpoint.
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EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
ASSEMBLY OF FINANCIAL STATEMENTS FOR INTERNAL USE ONLY
September 6 ,  1995 
Comment Date: December 3 1 , 1995
Name and A ffilia tion : Peter M. Stanovich of Reali, Giampetro & Scott___________________________________
Comments: I believe this is a very useful proposed statement for small businesses that need internal financial 
statements timely and inexpensive and are frustrated bv CPA’s regulations and restrictions as mandated by
Accounting and Review Services (SSARS) 1. I think this is the right direction in further servicing the small
businesses of America.
However, I also believe the committee should consider this statement for third party use where the third party is
aware of the limitations and understand the financial statements do not comply in all material respects with
generally accepted accounting principles. It is my opinion that the third parties name could also be included in
the engagement letter with the limitation paragraph recommended in the statement.
  ----------------------------
Giampetro &  Scott ---------------------------- A PROFESIONAL CORPORATION
Certified Publi c  Accountants
2401 Belmon t A venue • P.O. Box 2213 _________________________________
Youngstown, O H  44504-0213
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of
the exposure draft that is of concern to you. For convenience, the most significant points
have been identified in the summary that accompanies the exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
CPA
Texas Society of 
Certified Public Accountants
December 27, 1995
Thomas P. Kelley, CPA, Group Vice President Professional
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear Thomas:
The Accounting and Reporting Standards Committee of the Texas Society of Certified Public 
Accountants is pleased to submit the attached response letter to the SSARS Assembly exposure 
draft. Please contact me at 1-800-428-0272 if you have any questions or if I can help in any way. 
Sincerely,
Charlie Blanton, CPA
TSCPA staff liaison for the Accounting and Reporting Standards Committee
1421 W. Mockingbird Lane. Suite 100 •  Dallas, Texas 75247-4957 •  214/689-6000
Texas Society of
CPA Certified Public Accountants
December 21, 1995
Attn: Thomas P. Kelley, Group Vice President Professional
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Re: Proposed SSARS, Assembly o f Financial Statements for Internal Use Only
Dear Sirs:
The Accounting and Reporting Standards Committee o f the Texas Society o f Certified Public 
Accountants (TSCPA) is pleased to submit its comments concerning the proposed Statement on 
Standards for Accounting and Review Services (SSARS), Assembly o f Financial Statements for 
Internal Use Only.
The TSCPA believes that the proposed new standard is unnecessary and potentially detrimental to
the profession.
For a CPA to submit financial statements and not communicate to financial statement users any 
limitations in those financial statements is to disregard both the CPA’s responsibility and the 
client’s expectations. The TSCPA believes that to assume that communication o f the limitations 
will be accomplished effectively simply through an engagement letter is unrealistic.
The TSCPA agrees that, in certain circumstances, full-disclosure financial statements are 
unnecessary. The current standards allow for a relatively simple reporting option when compiled 
financial statements omit substantially all disclosures. The only departures that the CPA then 
must describe in his or her report are measurement departures. We believe that not informing 
users o f measurement departures significantly increases the risk o f unmet expectations on the part 
of management, regardless of whether the CPA is able to obtain a representation from 
management that the information will help management “identify questions about material matters 
when appropriate.” It is unlikely that financial statements containing significant measurement 
departures will help management “identify questions about material matters when appropriate” 
and it is somewhat deceitful for a CPA to allow a client to believe that they will. If  the financial 
statements do not contain significant measurement departures, then listing the departures in a 
report takes very little time.
1421 W. Mockingbird Lane. Suite 100 •  Dallas, Texas 75247-4957 •  214/689-6000
Listing measurement departures in a compilation report is not a time-consuming exercise for any 
CPA who is familiar with professional standards and with his or her client. The cost involved in 
preparing such reports most often stems from a firm’s own internal quality control policies (for 
example, policies relating to required documentation and/or supervisory reviews). Such policies 
are in no way required by the current standards for compiled financial statements. We believe that 
the policies established by firms often go beyond what is necessary to comply with AICPA quality 
control standards, and that this is primarily due to peer review concerns. The TSCPA believes 
this is not a problem with standards and should not be resolved by changing the standards. A 
more rational solution would be for the AICPA, in its broad oversight o f the new peer review 
program, to expend its efforts in educating practitioners that they need not adhere to requirements 
that go beyond professional standards.
In addition, we believe that to provide an exemption from SSARS for an “assembly” level service 
goes far beyond simply relieving the CPA from a reporting obligation. To exempt the CPA from 
SSARS also exempts the CPA from the requirements to possess a level o f knowledge o f the 
accounting principles and practices of the client’s industry, to possess a general understanding of 
the nature of the client’s business transactions, accounting personnel, and form and content of the 
client’s financial statements, and to read the financial statements and consider whether the 
financial statements are appropriate in form and free of obvious material errors. We believe that 
to provide such an exemption is not in the best interests of our profession.
We recognize that some practitioners believe providing plain paper financial statements is 
currently allowed. We believe this “technicality” as referred to in the summary section o f the 
exposure draft is just what it should be - a technicality. A more reasonable solution would be to 
remove this technicality, not sanction it through the issuance of this proposed standard. To hide 
behind technicalities such as where and by whom the financial statements are printed is to 
disregard current professional standards. The question of reporting on financial statements should 
be determined by whether the CPA has performed a compilation of the client’s financial 
statements. Compiled financial statements can be delivered to the client in various ways including 
electronically. However, the method of delivery should not have an impact on the CPA’s 
reporting obligation. Again, we believe that for a CPA to prepare financial statements and not 
communicate to financial statement users any limitations in those financial statements is to 
disregard the CPA’s responsibility and the client’s expectations. While unlicensed accountants 
may practice in this way, CPA’s should not. The long-term best interest of our profession is not 
served by allowing this type o f practice.
Paragraph 3 o f the proposed standard states that the provisions of SSARS 1 are not applicable “if 
third-party use of the financial statements is not reasonably expected . .  . .” We believe that it is 
unreasonable to expect that in some cases assembled financial statements will not be provided to 
third parties. Consequently, we believe that this condition of the proposed standard generally 
cannot be complied with.
The proposed standard is inconsistent in its reference to “use” versus “distribution.” Paragraph 3 
refers to third-party use. Paragraph 6 refers to the financial statements being “in the hands o f" 
third parties. In addition, the fourth paragraph of the engagement letter in Appendix A refers to 
distribution. It seems the intent o f the proposed standard is to limit the distribution o f the 
financial statements, not just their use. In any event, the Committee’s intent should be clarified. 
The recently issued Statement on Auditing Standards No. 75, for example, restricts the use o f 
agreed-upon procedure reports, but does not attempt to restrict their distribution.
The first paragraph o f Appendix A states “This illustrative letter does not deal with other services 
that might be provided, such as compilation, review or audit o f the annual financial statements. .
. ” [emphasis added]. If  it is the intention of the proposed standard that assembly services be 
restricted to interim financial statements, this should be clarified.
The third paragraph o f Appendix A describes the limitations of the engagement. The limitations 
should include a statement that the CPA will not perform a compilation. In addition, it should 
state that the CPA will not undertake to inform the client o f departures from generally accepted 
accounting principles (or an other comprehensive basis o f accounting). Otherwise, clients might 
reasonably expect that they will be informed o f departures o f which the CPA becomes aware. 
Even if expected departures are listed in the engagement letter, clients still might expect that 
CPAs will inform them of other departures of which they become aware.
The fourth paragraph o f Appendix A includes a representation that the financial statements will be 
distributed only to internal persons “with similar knowledge.” We believe this would be a 
desirable and necessary condition for the proposed assembly engagement; however, this 
restriction goes beyond what is required by the proposed standard. We believe that the 
desirability o f including such a restriction in the engagement letter, along with the difficulty of 
including such a restriction in the proposed standard itself,  simply reinforces the problems that 
providing this new level o f service will present.
The Accounting and Reporting Standards Committee o f the TSCPA appreciates the opportunity 
to comment on this exposure draft.
Very truly yours,
cc: Ed Summers, TSCPA President
Don Weldon, TSCPA Executive Director
Donald Anderson, TSCPA Professional Standards Council Chairman
William H. Hefter
CERTIFIED PUBLIC AC OUNTAN T
December 27, 1995
Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775
Comments on exposure draft: 
Assembly of Financial Statements
For Internal Use Only
The exposure draft ”Assembly of Financial Statements For Internal Use Only" provides 
an exemption from Statements or Standards for Accounting and Review Services (SSARS) 
1, "Compilation and Review of Financial Statements." The Statement allows an 
accountant to be associated with the assembly of financial statements without 
indicating the degree of responsibility he or she assumes with respect to those 
statements. In fact, the CPA may be assembling financial statements that are not in 
accordance with generally accepted accounting principles and the accountant is not 
required to disclose any such departures. I am troubled with many aspects of this 
proposed draft and believe it to be a step backwards from the integrity and vision 
required to keep the accounting profession truly a profession. This statement shows 
the CPA profession pandering for market share in the short run and not focusing on 
the needs of the users of financial statements.
Specific comments and concerns:
1) The statement could lead to a wide variety of reporting practices implicitly 
sanctioned by the profession. The term "generally accepted accounting- 
principles" may lose respect once the commercial sector sees an array of 
accounting practices which up to now have not been allowed. This could result 
in outsiders concluding that the profession does not have a concept of "truth" 
or "reality" in financial reporting
2) What are the implications of a CPA going from assembling "internal use only 
statements" to compiled financial statements when the assembled financial 
statements have not been in accordance with generally accepted accounting 
principles? How does the accountant explain the need to use different 
principles in the two situations? Does the CPA tell the client both sets of 
statements reflect reality? If the GAAP statements show poor results will this 
encourage a client to release the internal use only statements to third 
parties?
3) What will prevent a client from requesting internal use only statements
whenever a reporting conflict arises with the CPA? This new statement leaves 
much room for a client and CPA to "create" favorable financial statements.
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4) What are the implications of a lack of independence with respect to this new 
statement? The statement does not cover this topic.
5) What does the accountant do when he or she knows statements are being prepared 
so as to influence internal bonus/incentives programs, levels of compensation, 
performance reviews? In this case, who deserves the accountant's loyalty - 
management, employees, middle management? How should the CPA react when it is 
determined that management is using improper accounting techniques in order to 
prevent the Board of Directors from properly evaluating current operations?
6) The illustrative engagement letter contains wording that the client will not 
hold the accountant liable for deficiencies in the financial statements as 
well as holding the CPA harmless from any liability from third-party use. I 
frankly find the engagement letter an embarrassment to the CPA profession. I 
wonder how we would react to the medical profession stating it will condone 
less than adequate medical procedures but will require the patient to hold 
them harmless from any resulting damage? The accounting profession continually 
complains about the risks of public practice while at the same time 
introducing more risk in the area of financial reporting.
Conclusion
I am sorry to see the profession moving in the direction of this exposure draft. For 
the first time in many years, CPAs in public practice will be able to associate 
themselves with financial statements and not indicate to the user the degree of 
responsibility they are assuming with respect to those statements. The draft also 
tells practitioners to put essentially a hold harmless clause in their engagement 
letter for assembly of financial statements.
In 1961 Mauntz and Sharaf wrote The Philosophy of Auditing. In that work the authors 
state "There still appears to be a considerable desire for the minimization of 
responsibility; a defensive attitude prevails throughout... Something more is both 
desirable and possible. As a profession, independent auditing must accept 
appropriate responsibility, and it should do so in a positive and courageous 
fashion." They go on to say "The man who engages in a profession receives rewards 
not available to the man who works at a trade. For these rewards he must prepare 
himself adequately, serve competently, and accept certain risks. Among the risks is 
that of litigation brought by those who for one reason or another believe he has not 
fulfilled his professional responsibilities. Part of the price he must pay to hold 
his position as a professional practitioner is the burden of defending himself 
against such litigation. By the nature of his world he cannot avoid it and still be 
a professional man." This exposure draft, if implemented, is not a step in the 
proper direction.
V e r y  t r u l y  y o u r s ,
William H. Hefter
AICPA
December 15, 1995
PERSONAL AND CONFIDENTIAL
Thomas P. Kelley
Group Vice President - Professional
AICPA
1211 Avenue o f the Americas
New York, N Y  10036-8775
Dear Mr. Kelley:
The Institutes Professional Ethics Executive Committee appreciates the opportunity of commenting 
on the Proposed Statement on Standards for Accounting and Review Services: Assembly of Financial 
Statements for Internal Use Only. Our comments are as follows:
Paragraph 1 on page 7 of the Exposure Draft states: “... this statement does not preclude an 
accountant from complying with SSARS 1 whenever the accountant submits unaudited financial 
statements to a nonpublic entity” . The Ethics Executive Committee believes that statement is not 
entirely accurate. An accountant’s performance of an assembly service as defined in the exposure 
draft, may include activities that could lead to a conclusion that the accountant was connected to the 
client “ ...in a capacity equivalent to a member of management or of an employee”. (See ET § 101.02 
and ET §101.05; copies attached) and thereby not be independent o f that client.
Such independence impairment would under SSARS 1, preclude performance by the accountant of 
a review o f the assembled financial statements; and preclude issuance o f a compilation report with 
the assembled financial statements under SSARS 1, without a disclosure o f a lack of independence 
within the report.
The Ethics Committee urges you to revise the draft statement on assembly of financial statements to 
include reference to independence considerations in the performance o f an assembly service. 
Specifically, inclusion in the statement of Ethics interpretation 101-3 (ET§ 101.05) be particularly 
appropriate; or, at least, a reference to the interpretation together with cautionary language regarding 
the necessity to consider whether performance of the assembly service precludes the performance of 
future services requiring independence or the disclosure of a lack of independence.
The Ethics Committee also recommends that if the product of performing assembly services is 
financial statements, a legend should appear on each page of those statements that the accountant is 
not independent if, in fact or appearance, that is so. This recommendation is made notwithstanding 
the fact that the financial statements may be intended for internal use only. The committee recognizes 
as does the exposure draft in item b, on page 7, that on occasion “financial statements assembled for
American Institute of Certified Public Accountants
Harborside Financial Center 201 Plaza Three Jersey City. NJ 07311-3881 (201) 938-3000 • (212) 318-0500 • fax (201) 938-3329
The   CPA Never Underestimate The Value.
internal use only are in the hands of third parties”.
I would be pleased to answer any questions you may have with respect to these comments. 
Sincerely yours,
L. Glenn Perry, Chair 
Professional Ethics Committee
cc: H e rb e rt A. F inkston 
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ET Section 101
Independence
.01 Rule 101— Independence. A member in public practice shall be 
independent in the performance of professional services as required by stan­
dards promulgated by bodies designated by Council.
[As adopted January 1 2 , 1968.]
A1CPA Professional Standards
Interpretatlons Under Rule 101-lndependence
Interpretations and Ethics Rulings which existed before the adop­
tion of the Code of Professional Conduct on January 1 2 , 1988, will 
remain in effect until further action is deemed necessary by the
appropriate senior technical committee.
.02 101-1— Interpretation  of R ule 101. Independence shall be consid­
ered to be impaired if, for example, a member had any of the following 
transactions, interests, or relationships:
A. During the period of a professional engagement or at the time of 
expressing an opinion, a member or a member's firm
1. Had or was committed to acquire any direct or material indi­
rect financial interest in the enterprise.
2. Was a trustee of any trust or executor or administrator of any 
estate if such trust or estate had or was committed to acquire 
any direct or material indirect financial interest in the enter­
prise.
3. Had any joint, closely held business investment with the enter­
prise or with any officer, director, or principal stockholders 
thereof that was material in relation to the member's net worth 
or to the net worth of the member's firm.
4. Had any loan to or from the enterprise or any officer, director, 
or principal stockholder of the enterprise except as specifically 
permitted in interpretation 101-5 [E T  section 101.07].
B. During the period covered by the financial statements, during the 
period of the professional engagement, or at the time of expressing 
an opinion, a member or a member’s firm
1. Was connected with the enterprise as a promoter, underwriter 
or voting trustee, as a director or officer, or in any capacity 
equivalent to that of a member of management or of an 
employee.
2. Was a trustee f or any pension or profit-sharing trust of the 
enterprise.
The above examples are not intended to be all-inclusive.
[Paragraph added by adoption of the Code of Professional Conduct on January 
1 2 ,  1968. Revised, effective June 30,1990, by the Professional Ethics Execu­
tive Committee. Revised, November 1991, effective January 1, 1992 with
ET § 101.02
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earlier application encouraged, by the Professional Ethics Executive Commit­
tee.)
Independence. Integrity, and Objectivity
[ .03 101-1] (Formerly paragraph .02, renumbered by adoption of the 
Code of Professional Conduct on January 12, 1968. Formerly Interpretation 
1014 , renumbered as 101-4 and moved to paragraph .06, April, 1992.)
.04 101-2— Form er practitioners and firm  independence. For purposes 
of this interpretation, a former practitioner is defined as a proprietor, partner, 
shareholder, or equivalent who leaves by resignation, termination, retirement, 
or sale of all or part of the practice.
For purposes of determining a firm's compliance with Rule 101 and its 
interpretations, a former practitioner is not included in the term “a member or 
a member’s firm ” (see Ethics Interpretation 101-9, E T  section 101.11) pro­
vided that
1. Payment of the amounts due to the former practitioner for his or her 
interest in the firm  and for unfunded, vested retirement benefits according to 
the payment schedule in effect should be such that they do not cause a 
substantial doubt about the firm ’s ability to continue as a going concern for a 
reasonable period of time. In  addition, such amounts including all retirement 
benefits should be fixed, both as to the amount and payment dates. Such 
amounts due a former practitioner may be paid over a reasonable period of 
time, and a reasonable rate of interest may be paid on any unpaid balances. 
Retirement benefits may be adjusted only for inflation.
2. The former practitioner does not participate in the firm ’s business or 
professional activities whether or not compensated for such participation. This 
proscription does not apply to consultations on an advisory basis for a 
reasonable period of time during the transition period upon leaving the firm.
3. The former practitioner does not appear to participate in the activities 
of or be associated with his or her former firm. An appearance of participation 
or association results from such actions as inclusion of the former practitioner’s 
name under the firm's name in an office building directory, inclusion of the 
former practitioner’s name as a member of the firm in membership lists of 
business, professional or civic organizations, or inclusion of the former practi­
tioner's name in the firm's internal directory without being designated as 
retired. The former practitioner will not be considered as participating or 
associating with his or her former firm  solely because the former practitioner is 
provided an office, either in the firm ’s suite or in a separate location, and 
related office amenities such as secretarial and telephone services. (However, 
see 4. below for restrictions regarding office space and amenities for a former 
practitioner who accepts a position of significant influence with a client.)
4. A  former practitioner in a position of significant influence with the 
client must no longer be provided with office space and related amenities by 
his or her former firm.
(Replaces previous Interpretation 101-2, Retired Partners and Firm  Indepen­
dence, August, 1969, effective August 3 1 ,  1969.)
.05 101-3- Accounting services. Members in public practice may be 
asked to provide manual or automated bookkeeping or data processing services 
to clients. Computer systems design and programming assistance may also be 
rendered by members either in conjunction with data processing services or as 
a separate engagement. In  addition, members may rent "block time” on their 
computers to their clients but are not involved in the processing of transac­
tions or maintaining the client's accounting records.
ET § 101.03 Copyright © 1992. American l nstitute of Certified Public Accountants, I nc.
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A member providing such services to a client must meet the following 
requirements to be considered independent:
1. The client must accept the responsibility for the financial statements 
as his own. The client must be sufficiently informed of the enterprise's 
activities and financial condition and the applicable accounting principles so 
that the client can reasonably accept such responsibility, including, specifi­
cally, fairness of "valuation and presentation" and adequacy of disclosure. 
When necessary, the member must discuss accounting matters with the client 
to assist the client in understanding such matters.
2. The member must not assume the role of employee or of management. 
For example, the member shall not consummate transactions, have custody of 
assets, or exercise authority on behalf of the client. The client must prepare 
the source documents on transactions in sufficient detail to identify clearly the 
nature and amount of such transactions. The member should not make 
changes in such basic data without the concurrence of the client.
3. When financial statements are prepared from books and records which 
the member has maintained, the member must comply with applicable stan­
dards for audits, reviews, or compilations.
(Formerly paragraph .04, renumbered by adoption of the Code of Professional 
Conduct on January 12, 1988. Revised, effective June 30, 1990, by the 
Professional Ethics Executive Committee.)
A IC PA  Professional Standards
.06 101-4— H onorary  directorships and trusteeships o f not-for- 
p ro fit organization. Members may be asked to lend the prestige of their 
names to not-for-profit organizations that lim it their activities to those of a 
charitable, religious, civic, or similar nature by being named as a director or a 
trustee. A member who permits his or her name to be used in this manner and 
who is associated with the financial statements of the organization would not 
be considered lacking in independence under Rule 101 so long as his or her 
position is clearly honorary, and he or she cannot vote or otherwise participate 
in board or management functions. I f  the member is named in letterheads and 
externally circulated materials, the member must be identified as an honorary 
director or honorary trustee. (Formerly paragraph .05, renumbered by adop­
tion of the Code of Professional Conduct on January 12, 1988. Formerly 
Interpretation 101-1. Revised, effective June 30, 1990, by the Professional 
Ethics Executive Committee. Renumbered as Interpretation 101-4 and moved 
from paragraph .03, April, 1992.)
.07 101-5—-Loans from  financial institution clients and related  
term inology. Interpretation 101-1-A-4 [E T  section 101.02] provides that, 
except as permitted in this interpretation, a member’s independence shall be 
considered to be impaired if the member has any loan to or from the enterprise 
or any officer, director, or principal stockholder of the enterprise. This inter­
pretation does not consider independence to be impaired for certain 
grandfathered loans and other permitted loans from financial institution 
clients for whom services are performed requiring independence as set forth 
below under "Grandfathered Loans" and "Other Permitted Loans," respec­
tively.
Grandfathered Loans
This interpretation grandfathers the following types of loans obtained 
from a financial institution under that institution's normal lending procedures, 
terms, and requirements, and that meet the other specified conditions stated 
herein, and (a) that exist as of January 1 ,  1992; (b) that were obtained from a
ET§ 101.07
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Accounting & Review Services Committee
c/o Thomas P. Kelley, Group Vice President-Professional
ARSC File 9508
American Institute of CPAs
1211 Avenue of the Americas
New York NY 10036-8775
Members of the Committee:
This letter is written on behalf o f the 42 members o f The Ohio Society o f CPAs Board of 
Directors, who are charged with representing the interests o f the 18,000-plus members of 
the Society.
The Ohio Society has devoted significant resources to ensuring that our members are 
aware o f the provisions o f the exposure draft Proposed Statement on Standards fo r  
Accounting and Review Services - Assembly o f Financial Statements fo r  Internal Use 
Only. Articles have appeared in three separate issues o f the Society's monthly newsletter 
(copies enclosed) and the proposal has been discussed during numerous committee 
meetings and in several meetings o f our Executive Committee and Board o f Directors.
The net result o f these efforts has been a clear sense among the majority o f our members 
that adoption o f the proposed standard would represent a step backward for the profession. 
A t a time when the profession is attempting to attach greater value and integrity to the 
services CPAs provide, allowing CPAs to be associated with financial statements in which 
they would effectively disclaim responsibility, association and liab ility  makes no sense 
and is a reckless move that damages the credibility o f all CPAs.
By lowering our standards to meet those o f other less qualified providers o f accounting 
services, we lower the value of everything CPAs do. As stewards o f the profession in 
Ohio, The Ohio Society's Board o f Directors takes seriously the responsibility to speak out 
on this proposal. After in-depth discussions o f the history o f the "standards overload" 
issue and just what is and is not permitted under the existing standards and what your 
proposal represents, the following resolution was adopted by our Board o f Directors:
The Board o f Directors, acting on behalf o f the members o f The Ohio Society of 
CPAs, opposes adoption of the AICPA Accounting and Review Services Committee 
exposure draft Proposed Statement on Standards fo r  Accounting and Review Services - 
Assembly o f  Financial Statements fo r  Internal Use Only.
We urge the committee to consider the significant negative consequences o f adopting this
sta tem ent.
Executive Office:
535 Metro Place South 
Box 1810
Dublin. O H  43017-7810
614/764-2727  
FAX: 614/764-5880
Sincerely
R. David Smith 
President
J.  Clarke Price 
Executive Director
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Standards Overload. A
Matter of Interpretation?
In his inaugural column for the December 1994 issue of The CPA 
Letter, AICPA Chair Bob Israeloff took issue w ith standards set­
ters, saying that CPAs currently serving privately owned busi­
nesses are burdened by having to follow the same disclosure 
standards formulated for publicly owned companies.
In response, the AICPA Board of Directors urged the Ac­
counting and Review Services Committee and the Private Com ­
panies Practice Executive Committee to “move as swiftly as pos­
sible to develop a solution.” The New York State Society o f CPAs followed suit, and 
their special Task Force on New Level o f Service issued tentative conclusions in support 
o f the Institute’s efforts, offering for consideration a new, limited use, financial state­
ment product designed to “allow CPAs to compete with non-CPA accountants.” The 
New York proposal included some interesting suggestions for disclaimers, including a 
required reference on each page of the financial statements that would read “See Ac­
countant’s Restricted Use Assembly Report.”
Is this too good to be true? Standards overload has been a problem for practitioners 
for more than two decades — is something finally going to happen? Wouldn't it be nice 
if, as one possible solution states, under certain conditions CPAs could “issue statements 
on plain paper; no identification, then no ‘association,’ then no coverage by standards, 
then possible lesser liability to third parties.” O r consider a suggestion for creating a 
“new statement on standards for accounting and review services that would permit 
CPAs to issue financial reports without complying with certain rules under certain con­
ditions.”
Although I certainly agree there is a problem, the solutions offered are terrible. 
Should we be seeking to avoid responsibility by issuing plain paper statements? Hey — 
if we don’t tell anyone we did the work, how can they hold us responsible? If that doesn’t 
do the trick, maybe the suggestion for creating some new standards for reporting with­
out complying with all of the rules would help. T h a t’s it! The Accounting and Review 
Services Committee can issue new SSARs —  Statements on Standards for Avoiding 
Responsibility.
Now that I've purged all that cynicism from my system, let me get to the real issue 
— defining “the problem.” CPAs don’t have a standards overload problem. We have a 
language everload problem. Standards are useful tools; they provide benchmarks that al­
low businesses to compare their progress with others in similar situations. That so many 
new standards have been issued, addressing issues that most o f us will likely never face, 
tells us two things. We are living and working in an increasingly complex and sophisti­
cated economic environment, and somebody’s asking for guidance. The “overload’’ oc­
curs when we try to read the new standards and understand them, or plod through hun­
dreds of pages of seemingly irrelevant material for what m ay be only a speck of informa­
tion that will concern us.
Nothing I have heard or read suggests that the AICPA chair is considering a relax­
ation ot standards when loan or investment decisions are involved, which is usually the 
factor influencing higher levels o f service involving audits, reviews or compilations with 
full disclosures. In those situations, small-firm CPAs and their small business clients 
are, indeed (with few exceptions), forced to follow all of the reporting and disclosure 
standards applicable to publicly held companies.
I guess that is O.K., but what has not been addressed is the language in those stan- 
continued on page 3
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At-Large Board 
Seats Are Open
September OSCPA-TV: Business Valuation
OSCPA-TV will air its fourth teleconference September 27 at 
four convenient locations around the state. Dynamics o f Business 
Valuation will provide a hands-on, practical guide to business 
valuation techniques in an interactive and entertaining format.
This teleconference will also include coverage of litigation ser­
vices, IRS issues and the valuation engagement.
W hat is OSCPA-TV? OSCPA-TV is part o f the Accounting Television Satellite 
Network which provides cost-effective and convenient C PE across the United States 
through a live, simultaneous and interactive broadcast. OSCPA-TV is all new. I t’s a 
high-level program utilizing current interactive technology.
A user-friendly keypad allows you to play an active role in the C PE presentation 
without ever leaving your seat. You can ask questions o f the speaker at a touch of a but­
ton, plus you can learn from other participants as questions and responses are instanta­
neously displayed on screens across the country.
OSCPA-TV program formats include presentations from guest speakers, news seg­
ments, interviews w ith outside experts and interactive questions and answer sessions. 
OSCPA members pay $130 for each teleconference. The Ohio Society has scheduled 
monthly teleconferences to appear on OSCPA-TV over the next year. Call the OSCPA 
C PE hotline at 614/764-2730 or 800/686-2727 to register and ask about the OSCPA 
Satellite Savings program for OSCPA members only.
Standards
continued from page 2
dards. W ho writes these things? I sometimes envision a room full o f scholars studying 
the document. At some point the in-charge scholar decides the standard is complex 
and confusing enough to be released — and out it goes.
W hat the A ICPA  chair is addressing relates to what I will refer to as “low-end” 
compilations of financial statements, presumably without disclosures, a statement o f 
cash flows and quite possibly without some important adjustments. I don’t agree with 
his point that there is an overload problem here. Assuming the financial statements 
aren’t misleading, we can issue, report and still be competitive. The key is the “Accoun­
tant's Report," and there arc a wealth o f examples of reports covering almost any possi­
ble situation.
W hich brings me to another “problem" that hasn’t been addressed —  the lack o f 
standards applicable to financial statements prepared on other comprehensive bases o f 
accounting (OCBOA). W hen it comes to the ability of small-firm CPAs to serve their 
small business clients, O CB O A  financial statements are becoming the rule rather than 
the exception. And the only “authoritative" guidance available here is in, oddly enough, 
a Statement on Auditing Standards. I have read it, and it really doesn’t help. There is 
“nonauthoritative" guidance in the AICPA’s Preparing and Reporting on Cash and Tax 
Basis Financial Statements. However, I am not exactly thrilled by that publication’s dis­
claimer, which reads in part: “The practice guide has not been approved, disapproved or 
otherwise acted upon by any senior technical committees of the AICPA, FASB or 
GASB and has no official or authoritative status."
So what is happening with all this? The June 5 issue o f Accounting Today included an 
article entitled “AICPA Council kills plan to ease standards overload.” In that piece, Is­
raeloff admitted that his proposal had garnered little agreement and proclaimed an 
achievement level o f “zippo.” I don’t agree with that assessment. The message sent by 
Council related to a misdirected focus o f attention, not to the issue itself.
Is the debate over? Not if I can help it!
D o you have an interest in the activities 
o f  OSCPA? Are you committed to the 
CPA profession and what is best for 
CPAs in Ohio? If  the answer is yes to 
both questions, you may be a good can­
didate for an at-large seat on the 
O SCPA  Board o f Directors. Five total 
at-large seats currently exist on the 
Board; the number of these seats is 
based on total membership in the Soci­
ety.
To be considered for one of these 
seats, candidates must be a member of 
OSCPA in good standing. Enthusiasm, 
the ability to devote some time to 
O SCPA activities and the desire to help 
CPAs in Ohio work in a rapidly chang­
ing business environment are all desir­
able qualities for this position.
I f  you want to help OSCPA help 
CPAs in Ohio by serving on the Board 
o f Directors, contact OSCPA Execu­
tive Director Clarke Price at 614/764- 
2727 by September 3 0 , 1995.
Upcoming
OSCPA Events
Ohio Business Conference 
November 16 ,  1995 
Riffe Center, downtown Columbus. 
T heme: International Business. 
Open to members and the public.
O hio  Accounting Issues 
Symposium  
October 2 0 , 1995 
Fawcett Center for Tomorrow, 
Columbus. Open to all members.
. .... ........................
For brochures on the above, call 
L inda M athers a t OSCPA: 
 614/764-2727.
O h io  Accounting Show
 September 20-21 , 1995
Cleveland Convention Center, 
downtown Cleveland 
See the back page o f  this 
Newsletter for details.
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As much as I dislike revisiting old information, I am compelled by re­
cent events to continue the subject of my September column. In that 
column I reported that AICPA Chairman Bob Israeloff was urging 
the Institute to develop a solution to the “standards overload” prob­
lem, which has tormented practitioners for more than two decades.
One solution offered was to establish standards allowing practitioners 
to issue statements on plain paper, with no preparer identification, 
when they are produced for internal use only.
My response to this suggestion was quite negative. CPAs already have standards in the 
SSARS that allow us to issue and report on compiled financial statements without disclo­
sures (assuming the statements aren’t misleading).
I also indicated that AICPA’s governing council reacted negatively to the chairmans 
proposal, and his response, printed in Accounting Today, was an admission that his proposal 
had garnered little agreement and had an achievement level of “Zippo.” In concluding my 
column I suggested that there were other “standards problems” which deserve attention 
and promised to do whatever I can to have them addressed.
I was naive to think the “plain paper” issue had been dropped. A recent letter from the 
chairman, addressed to members of AICPA Council and state society leaders, contained 
the following: “As for standards overload, the Accounting and Review Services Committee is 
about to release an exposure draft of a new standard which would provide an exemption from 
SSARS for financial statements produced for internal use only. This will be a great help for our 
members who provide controllership and business advisor services to small, privately held 
companies. I hope you will take the time to comment favorably on the new standard to the 
committee."
As an elected member of AICPA Council I was stunned by what seems to be total dis­
regard of the advice of Council. I intend to present the views of Ohio CPAs on this issue at 
the October 23 meeting of Council. If you tell me I’m off base, I’ll support the chairman. If 
you tell me I’m on the right track, I promise to do whatever I can to protect your, and the 
public’s, interests.
Opposite this column is a card with abbreviated responses that I ask you to complete 
and return to the Society. These responses, which I will present at the meeting of Council, 
should be interpreted as follows:
The Ohio Society of CPAs
535 Metro Place South
PO Box 1810
Dublin. O H  43017-7810
tel: 614/764-2727
800/686-2727 (in Ohio)
cpe: 614/764-2730
fax: 614/764-5880
online:
OSCPA@aol.com
Letters to the editor are welcome, as are 
news items. Contact the editor, Ohio CPA 
Newsletter, at the address above.
I like the idea o f plain paper. I can realistically control the distribution of the state­
ments after they are issued and like the idea o f being able to cut costs by eliminating the 
need to issue a report and otherwise conform with SSARS. I also believe that I could 
expect to be absolved of any legal responsibility for preparing the document.
I d on ’t  like th e  idea o f p lain  paper. I believe that the minimal standards presently 
required of a compilation without disclosures are valuable, and I can’t realistically expect 
to control the distribution of financial statements once they are issued. The plain paper 
option would have a negative impact on the profession.
Standards are  necessary; I just have tro u b le  understand ing  th e m . I recognize the 
need tor guidance (standards) in today’s complex business environment, but AICPA 
needs to direct some attention to how standards are written and to the type of guidance 
which is provided to practitioners in locating relevant information.
I need m o re  standards. I can’t understand why there are so many standards published 
which address issues I will probably never encounter, yet there is a lack of “authoritative" 
guidance when it comes to matters that practitioners face every day, such as financial 
statements prepared on an other comprehensive bases of accounting (OCBOA). Maybe 
AICPA should examine, and reform, the standards-setting process.
I t ’s n o t broken. I feel comfortable with the status quo.
1 look forward to hearing from you.  
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I asked for your comments on the subject of “Standards Overload" in 
my October 1995 column, and the response was quite surprising. At 
last count 433 cards were returned, the largest number ever for an 
Ohio CPA Newsletter “quick poll.”
It was my intent in this poll to specifically ask for your opinion 
—  support for or objection to —  the concept o f plain paper finan­
cial statements and then give you the opportunity to comment on 
other perceived problems. The final tally showed that less than
one-third of the members responding supported the plain paper concept. Considering the con­
fusion created by the “check one box"  instructions, the only other worthy statistic is that 
103 responses noted a problem in being able to understand pronouncements in general.
As a courtesy, I wrote to AICPA Chairman Bob Israeloff and President Barry Melan­
con prior to the October meeting of AICPA Council, advising them of my plan to ad­
dress Council about the exposure draft and the process apparently used in developing it. 
The letter got their attention, and I had an opportunity to express my concerns about the 
plain paper concept and the process to both o f  them prior to the Council meeting.
In a conference call with other members o f the Ohio delegation on AICPA Council, 
we agreed it would not be appropriate to address the merits of the exposure draft on the 
floor of Council and that we should follow the prescribed process in commenting on the 
merits of the issue to the Accounting and Review Services Committee (ARSC), the 
AICPA body that will ultimately decide if the exposure draft becomes a standard. We 
concluded, however, that it would be appropriate to ask Council to make their individual 
views known to ARSC and to consider if the established process for promulgating stan­
dards had been followed or if individual zeal became more important than process.
In my conversations with Bob and Barry, I was told that I could meet with the ARSC 
and present my concerns directly to the committee.
I felt about as welcome at the ARSC meeting as a tumor. I listened to comments 
which included caveats about committee members’ need to suppress their natural inclina­
tion to “count votes,” the need to discount comments which lacked substance or had more 
to do with tradition than the reality of today’s practice problems, and one particularly in­
teresting comment from a committee member who, when it was suggested that the com­
mittee should actively seek input from the state societies and state boards of accountancy, 
indicated that he was not really interested in what the state societies had to say, he just 
wanted to hear from members. Then I was permitted to speak. That is, I was politely in­
formed that the committee was not required to accept comments from the floor, but if I 
would be brief— go ahead. It was obvious to me that I had boarded the train, but with a 
ticket for the wrong destination!
Upon returning to the Council meeting, I told my Ohio colleagues about my experi­
ences in the ARSC meeting and, because o f my anger and frustration, considered post­
poning my address to Council. Realizing the importance of the issue, however, I went 
ahead. My presentation was brief and to the point, and I am sure my nervousness showed. 
I was grantied by the support shown by other members of Council. The chair recognized 
that I had a right to my opinion but heartily disagreed with my observations, particularly 
when I quoted a member from Michigan —  “I think we’ve been had.” Actually, I mis­
quoted him —  his last word wasn’t that appropriate.
My job in presenting the issue at that Council meeting is done. Judging from the com­
ment made by that one ARSC member, I suggest that the issue is now in your hands.  
If you want to have any say in the outcome of the exposure draft on plain paper 
financial statements, send your comments, by December 31, to: Thomas P. Kelly, 
Group — Vice President —  Professional, ASRC File 9508, AICPA, 1211 Avenue of 
the Americas, New York, NY 10036-8775. Copies of the exposure draft are available 
from the AICPA Order Dept. (800/862-4272), from the AICPA Accountants Forum 
on CompuServe or from OSCPA (800/686-2727).
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December 28, 1995
Ms. Wanda Lorenz, CPA
Chair
Accounting and Review Services Committee
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
RE: Proposed SSARS - Assembly of Financial Statements for 
Internal Use Only
Dear Ms. Lorenz:
This letter is to express my opposition to the proposed SSARS. My views are from the 
perspective of an owner in a local CPA firm in a small town in Ohio. I have been in public 
practice for approximately 30 years and I am responsible for the pre-issuance technical review 
of financial statements, and all other aspects of the firm’s quality control functions. I have been 
teaching practitioners about the practicing aspects of compilation and review engagements, for 
the Ohio Society of CPAs, since the issuance of SSARS No. 1, and have been performing PCPS 
peer reviews and AICPA quality reviews since 1989. I believe therefore, that my views are 
worthy of your consideration.
The exposure draft does not adequately address the standards overload problem. In fact, 
your committee does not have the necessary authority to address the real source o f the problem. 
The difficulties practitioners are having do not relate to the requirements of SSARS, but with 
their inability to understand and implement the pronouncements of FASB, GASB and the AICPA 
Accounting Standards Executive Committee. In a very competitive environment, few small 
practitioners have the time or resources to devote to reading and, most importantly, 
comprehending the complex technical pronouncements which these bodies are issuing. While 
practitioners recognize the importance of financial accounting standards in the development of 
meaningful financial information, they are acutely aware of the reluctance of small business 
clients to absorb the cost of having their accountant assist in the preparation of financial 
statements which are in total compliance with GAAP. Unless you consider the exposure draft 
as a viable alternative to the necessity for understanding and applying the presentation and 
measurement principles of financial accounting standards, the exposure draft does not offer a 
realistic solution.
M e m b ers o f  A m erican  In s titu te  o f  C ertified  P ublic A c c o u n ta n ts  
M e m b ers  o f  Ohio S o c ie ty  o f  C ertified  P ublic  A c c o u n ta n ts
Ms. Wanda Lorenz, CPA
Chair
Accounting and Review Services Committee 
AICPA
December 27, 1995
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The Accounting and Review Services Committee was originally formed to establish a set 
of standards to be followed by accountants when assisting in the preparation of unaudited 
financial statements, and to develop a report which would disclose the accountant's responsibility 
for the work performed on these statements. The exposure draft seeks to provide an exemption 
from these standards, ostensibly to allow accountants to effectively compete with non-CPA firms, 
which perform accounting services, but which are not governed by the same set of standards. 
The proposed statement also seeks to absolve accountants from legal exposure for their work, 
through a "covenant not to sue." Ironically, the original ARSC's mandate, and the resultant 
issuance of SSARS No. 1, was prompted by litigation which resulted in an accountant being held 
liable for work which had not been performed and which, under the then existing standards, the 
accountant had no duty to perform. The court imposed a duty that the accountant had never even 
dreamed of.
I truly believe that existing standards adequately address the accountants* alternatives with 
respect to performing and reporting on unaudited financial statements, including those which 
contain significant departures from generally accepted accounting principles, or are prepared on 
some other comprehensive basis of accounting. I f  you consider the actual requirements o f  SSARS 
and the Quality Control standards, and properly discount arguments which attempt to infer that 
the standards include requirements which are, in reality, firm policy decisions in documenting 
compliance with the requirements (the use o f  checklists, etc.), the application o f  existing 
standards are no more burdensome than the proposed statement's mandate that the accountant 
document the terms o f  the engagement in a written engagement letter. Existing standards, 
whether it be in SSARS or Quality Control, do not require such a written understanding.
What does the proposed exemption from SSARS No. 1 accomplish? As just mentioned, 
the proposed statement specifically requires an engagement letter, so nothing is saved there. 
Should we not consider the matter of independence? Are we to be permitted to provide services 
for a client when we have no knowledge of the unique accounting principles and practices 
applicable to the client's industry? Doesn't it make sense that in assisting in preparing, or 
assembling, the financial statements, that we should have an understanding of the nature of the 
client's business transactions, the accounting records used by the client in recording transactions 
and the form, content and accounting basis used in presenting financial statements? What is so 
difficult about "reading" the financial statements to determine if they are appropriate and free 
from obvious errors and, if not, to alert the client to such matters in our report?
Ms. Wanda Lorenz, CPA
Chair
Accounting and Review Services Committee
AICPA
December 27, 1995
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I know what the proposed exemption would accomplish! It would allow practitioners to 
avoid having to learn about and apply the difficult provisions of such issues as accounting for 
income taxes, leases and deferred compensation arrangements when assisting in the preparation 
of financial statements for "internal use only." It would permit the issuance of financial 
statements which are obviously misleading, even to the client. It would severely hamper the 
efforts of state boards of accountancy from regulating the practice of public accounting in states 
such as Ohio where, by law, the definition of the attest function includes compilations as well 
as audits and reviews. It would legitimize the actions of practitioners who have no sense of 
responsibility in the public interest, and those who are not, or choose not to be, bound by our 
code of professional conduct.
It is difficult for me to understand how a senior technical committee of the AICPA could 
permit the issuance of an exposure draft which invites comment on whether or not accountants 
should be permitted to avoid responsibility for their work product. The mere issuance of the 
exposure draft likely has already caused significant damage to the profession's credibility. It's 
certainly a contradiction of the message which the Institute is attempting to convey in its Image 
Enhancement campaign.
I further suggest that adoption of the proposed statement by your committee would be an 
act of incredible irresponsibility.
Respectfully,
R. David Smith, CPA
Elected Member of AICPA Council
President, OSCPA
cc: Clarke Price, Executive Director OSCPA
Division for Arms
December 22, 1995
Mr. Thomas P. Kelley 
ARSC File 9508 
American Institute o f Certified 
Public Accountants 
1211 Avenue o f the Americas 
New York, NY 10036-8775
Dear Tom:
One of the primary objectives of the Management of an Accounting Practice (MAP) Committee 
is to promote a positive image of CPA firms among the business community and the general 
public. With this objective in mind, the MAP Committee would like to offer for your 
consideration the following comments on the Proposed Statement on Standards for Accounting 
and Review Services, Assembly o f  Financial Statements fo r  Internal Use Only, as it relates to 
the quality o f services and the image of the profession.
We are very concerned about the message that this proposed statement sends to our constituents - 
- AICPA members, clients, users of financial statements, students considering accounting 
careers, etc. — that a CPA can provide financial statements to clients for their use that are 
incorrect (i.e., based upon some basis of accounting, inconsistent with those which are 
recognized in the profession) in any way chosen by the CPA, as long as the CPA has an 
engagement letter from the client. The client who makes decisions based on this incorrect data 
and is damaged will seek recovery from the accountant because the client was not advised about 
the errors and/or omissions from the financial statements.
This statement is an endorsement by the AICPA that it is acceptable to be associated with 
financial statements that are incorrect. This is inconsistent with the AICPA mission (.. .to assure 
that CPAs serve the public interest in performing the highest quality professional services) and 
its objective to "promote public confidence in the integrity, objectivity, competence and 
professionalism o f AICPA members and the quality of services they perform." It is the wrong 
message to send to our constituents. It is counter productive to the AICPA’s image enhancement 
program which "will enhance the image of our profession and make us all prouder of our hard- 
earned CPA designation." (AICPA 1994-95 Annual Report, page 5.)
American institute of Certified Public Accountants
Harborside Financial Center. 201 Plaza Three. Jersey City. NJ 07311-3881 (201) 938-3005 •  (212) 318-0500 •  fax (201) 938-3404
The proposed statement does not require that the CPA inform the user (management) of the 
departures from generally accepted accounting principles in the financial statements assembled 
by the CPA. The departures, if  any, could be from generally recognized complex measurement 
standards such as lease capitalization or deferred taxes, or from other, more basic accounting 
principles such as expense accrual, capitalization of fixed assets, valuation o f inventory, 
matching o f revenue and expense, etc. The CPA can make decisions about which 
standards/principles to comply with and which not to comply with, about what is useful or not, 
and will not be required to inform the user (management) about those decisions.
We do not believe that we will be able to seek protection from liability by utilizing the required 
engagement letter that does not clearly state what the GAAP departures will be. Furthermore, 
it is unrealistic to believe that clients will not distribute these statements to third parties, greatly 
increasing our exposure to liability.
We agree that guidance is needed by CPAs who propose or make adjusting entries to a client’s 
books or financial statements, but do not print or provide the financial statements themselves. 
This guidance will be of great benefit, but should be provided within the existing compilation 
and review standards, rather than providing an exemption from those standards. This will 
become another level of service (assembly of financial statements) if  approved by the Accounting 
and Review Services Committee. We do not believe that another level o f financial statement 
service is desired.
The MAP Committee appreciates this opportunity to offer comments on the exposure draft.
Sincerely,
James Castellano, CPA 
Chair
Management of an Accounting 
Practice Committee
cc: Management of an Accounting Practice Committee
J. Mason Andres, Chair, PCP Executive Committee
Clifton,
Gunderson&Co.
Certified Public Accountants & Consultants
2323 North Mayfair Road 
Suite 400
Milwaukee. Wisconsin 53226 
(414) 476-1880 Telephone 
(414) 476-7286 Fax
December 2 7 ,  1995
Accounting and Review Services Committee
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear Committee Members:
We are writing to express our strong opposition to the Proposed Statement on Standards 
fo r  Accounting and Review Services - Assembly o f  Financial Statements fo r  Internal Use 
Only (ED). We believe this standard is unnecessary, lowers our quality control standards 
in a way that is not in the best interest of the profession and can not be practically
applied.
The ED indicates the new standard is necessary because SSARS 1 adds “cost and delay to 
....providing clients ...service they need” and has “created wide variances in practice.”
We disagree with both of these points.
SSARS 1 is well understood and easily applied. We have the ability under current 
standards to prepare financial statements under any basis o f accounting as long as we 
include in the report departures from generally accepted accounting principles. This is 
not difficult to do or particularly time consuming. When SSARS 1 was first issued in 
1978 there was some confusion as to proper reporting when interim financial statements 
were prepared for a client without all of the adjustments required by generally accepted 
accounting principles. Peer review, quality review and the many AICPA training courses 
and technical practice aids on this subject have changed all o f that. Why would we issue 
a standard now which reverses this progress toward improved quality?
Although our firm has a significant monthly accounting services practice and is familiar 
with the practices o f many other firms across the country, through consulting and peer 
review services, we know of no basis for the statement that there are “wide variances in 
practice” because o f technicalities in SSARS 1. We have found the standard, generally, 
is uniformly applied in its intended manner and is not considered cumbersome.
Issuing a standard that permits us to prepare financial statements that are not subject to 
any quality control standards and then disassociate from these financial statements, when 
we are clearly associated with them, is not in the best interest o f the profession. As 
CPA’s we should continually strive for improved quality which further enhances our 
professional image and increases public trust. We must differentiate ourselves by
IN TE R N A TIO N A L
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providing services that are unique. Issuing a standard which will equate our services to 
that o f an unlicensed bookkeeper is contrary to that goal.
Finally, we feel the standard as written can not be practically implemented for two 
reasons. First, it is based on the premise that users of the financial statements are known 
at the time the statements are prepared. Second, there is no definition included in the 
proposed standard of what constitutes “internal use.”
Experience has shown that many of the financial statements which we produce for our 
accounting services clients are released, more than just occasionally, outside the 
company. The client may originally intend that they only be used internally. However, 
circumstances change and outside parties, such as bankers and bonding companies, 
request copies. The client must comply. The standard puts the burden on us to 
continually be aware o f these circumstances and take appropriate action. If we do not, 
and third parties are damaged because of misunderstandings in the presentation of the 
financial statements, we will have to defend our services. It is not practical to assume we 
can monitor the use of our clients' financial statements.
The standard requires that we obtain a written contractual agreement with the client that 
the “disassociated” financial statements will only be used internally. However, what 
constitutes “internal use” is not defined in the standard. When a partnership distributes 
their financial statements to their offsite partners, is that internal use? When a member of 
an association requests a copy of the monthly financial statements, is that providing 
information to a third party? The standard does not answer those questions. The 
“example” engagement letter deals with the issue indirectly by implying that internal use 
is by someone with “knowledge of the business* day-to-day affairs.” However, the 
obviously broad ways in which that phrase could be interpreted and the fact that it is not 
included in the proposed statement itself, make the standard difficult to implement.
If the standard proceeds despite our opposition, we offer the following comments 
regarding content:
• As indicated above, a definition o f internal use should be included in the standard. 
Such definition could include notions such as those currently included in the sample 
engagement letter.
• The wording in paragraph 3 is confusing. It seems it would be clearer if  the 
paragraph just permitted one exemption from the requirements o f SSARS 1 when 
unaudited financial statements are, or reasonably might be, expected to be used by 
another (third) party. The other notion included in the paragraph (that any reports on
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unaudited financial statements of a nonpublic entity must be prepared in accordance 
with SSARS 1) is already included in SSARS 1.
• We are unclear as to why the restricted for internal use reference on the unaudited 
assembled financial statements is optional and not mandatory since this restriction is 
the key to the proposed standard.
• Paragraph 7 should be reworded to indicate what can not be included in a transmittal 
letter rather than what can be included. This paragraph, as written, dictates what an 
accountant can include in a transmittal letter to a client. What if  the accountant wants 
to include comments, unrelated to the financial statements, which are not o f a 
business advisory nature? Is this prohibited by the proposed standard?
• We feel the language in paragraph 4 o f the sample engagement letter, discussing the 
internal use restriction, could be confusing to many clients. We recognize that this 
language is not mandatory but sample letters included in standards such as this 
frequently evolve into the “standard.” We suggest the Committee reword the 
paragraph so it is clear that the distribution o f the financial statements is restricted to 
internal use.
• Does footnote 1 in the sample engagement letter imply that the accountant is 
precluded from listing departures from the basis o f accounting which are not 
material?  
Once again, we want reiterate that we are very much opposed to the issuance o f this 
standard. However, we appreciate the opportunity to provide comments on it and hope 
the Committee has found them helpful.
Very truly yours,
December 18, 1995
Wanda Lorenz, Chair
Accounting and Reviews Service Committee
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036-8775
Dear Ms. Lorenz:
This letter represents the comments of the Maryland Association of CPAs’ Peer 
Review Committee on the Exposure Draft, “Proposed Statement on Standards for 
Accounting and Review Services, Assembly of Financial Statements for Internal Use 
only,” dated September 6 ,  1995.
The Peer Review Committee has seen the profession make major strides in 
compliance with professional accounting and auditing standards due to the Peer Review 
Program. They have seen a tremendous improvement in firms that have undergone peer 
reviews in the last several years. They are concerned that this Exposure Draft opens the 
door to permit CPAs to do anything they want in the preparation of financial statements. 
Firms who maintain quality control in their firms’ practice will be outbid by firms who do 
not adhere to such standards in accordance with this Exposure Draft. Firms who perform 
audit engagements and continue to comply with their firms’ quality control policies and 
procedures will be at a disadvantage. The committee was concerned that the Exposure 
Draft would segment public practice into firms that perform audits and those that do not 
perform audits. Concern was expressed that this may be the beginning of two separate 
classes of Certified Public Accountants.
The committee was also concerned with the public perception of the Certified 
Public Accountant. They felt the issue was not who runs the report, but the judgment of 
the CPA involved with the financial statements. Clients assume that CPAs are 
professionals and will assume a certain level of performance from those professionals. 
The committee was concerned that the Exposure Draft would allow CPAs to perform 
services for clients without requiring them to adhere to professional standards. They felt 
this could be the downfall of the professional image.
The argument that adhering to quality control procedures designed for compilation 
reports adds unnecessary costs to the issuance of the compilation report challenges the 
purpose of professional standards. Additionally, cost benefits are not gained if the firm is 
required to issue an engagement letter in place of a compilation report.
Maryland Association o f 
Certified Public Accountants, Inc.
1300 York Road, Suite 10 
PO Box 4417
Lutherville, MD 21094-4417
Phone (410) 296-6250 
1-800-782-2036
Fax (410) 296-8713
W anda Lorenz, C hair -2- December 18, 1995
The time expended by the professional in preparing a report in accordance with 
professional standards involves a one-time effort to set up the word processing report, 
including the description of GAAP departures. A compilation only requires knowledge 
of the client and reading of the financial statements. This is the minimum requirement. If 
this is eliminated, it would reduce financial statements to a meaningless document where 
the accountant would merely perform a printing service.
The argument that the firm can avoid the cost of peer review by issuing internal 
use financial statements is more of an exception than the rule. Firms will most likely 
produce a compilation or review report at the end of the year for some clients and will, 
therefore, be subject to peer review.
There is some confusion over the use of internal use financial statements. Are we 
losing business because of the internal use financial statement? Why is this a market we 
want to get into? If the client wants the accountant to be associated with internal use 
financial statements, it is important the accountant adhere to professional standards. In 
reality we have no means of assuring that the financial statements will be restricted to 
internal use only.
In light of the recent loss of the Florida case, it is more important not to permit 
this exposure draft to pass. We may end up ultimately hurting the very audience that is 
asking for this service. We would allow the undercutting of CPAs because anyone would 
be able to issue internal use financial statements. There would be no perceived value in 
using the services of a professional.
The Exposure Draft appears to be in opposition to everything the profession is 
working towards—the Peer Review Program, the 150 hour educational requirement, and 
the image enhancement campaign. It further erodes professionalism. In summary the 
committee is opposed to the assembly of financial statements for internal use only.
Sincerely,
Leonard J. Miller, CPA 
Chairman, Peer Review 
Committee
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Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use 
Only" as described in the AICPA Exposure Draft, dated September 
6, 1995, for the following reasons:
1) Assembly type financial statements are needless because 
there currently are AICPA provisions for compilation 
reports without GAAP disclosures which are widely used.
2) It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit 
grantors and others.
3) The recommended content of the illustrative Engagement 
Letter in the Exposure Draft, and the reference to 
inclusion of the Engagement Letters on each page of 
the Assembly Financial Statements is unusual and 
unprofessional.
4) The Assembly Financial Statements may have material 
departures from the basis of accounting used of which 
the accountant may be aware.
In summary, Assembly Financial Statements diminish the 
standards and principles of which the AICPA should be proud.
City, State, Zip
Lawrence H offman, CPA, PC
Certified Public Accountants and  Consultants
30 Ursula Drive 
Roslyn. NY 11576-3021
Tel: (516) 625-9051 
Fax: (516) 625-0997
 
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Lawrence H offman, CPA, PC
Certified Public Accountants and Consultants
30 Ursula Drive 
Roslyn, NY 11576-3021 
Tel: (516) 625-9051 
Fax: (516) 625-0997
 
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
D ear Mr. M elancon:
I oppose "Assembly of Financial Statements Internal Use Only” 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
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December 26, 1995
Barry C. Melancon, President 
American Institute of
Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use 
Only" as described in the AICPA Exposure Draft, dated September 
6, 1995, for the following reasons:
1) Assembly type financial statements are needless because 
there currently are AICPA provisions for compilation 
reports without GAAP disclosures which are widely used.
2) It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit 
grantors and others.
3) The recommended content of the illustrative Engagement 
Letter in the Exposure Draft, and the reference to 
inclusion of the Engagement Letters on each page of 
the Assembly Financial Statements is unusual and 
unprofessional.
4) The Assembly Financial Statements may have material 
departures from the basis of accounting used of which 
the accountant may be aware.
In summary, Assembly Financial Statements diminish the 
standards and principles of which the AICPA should be proud.
Very truly yours,
Cris Alcamo
  
Address
 
City, State,
 
Zip
M A H O N E Y  CO HEN RASHBA & POKART, CPA, PC
December 21, 1995
Mr. Barry C. Melancon, President
American Institute of Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036
Dear Mr. Melancon:
I oppose "Assembly o f Financial Statements Internal Use Only" as described in the AICPA
Exposure Draft, dated September 6, 1995, for the following reasons:
1. Assembly type financial statements are needless because there currently are AICPA provisions 
for compilation reports without GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial Statements will not ultimately reach 
bankers, credit grantors and others.
3. The recommended content of the illustrative Engagement Letter in the Exposure Draft, and the 
reference to inclusion of the Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures from the basis of accounting 
used o f which the accountant may be aware.
In summary, Assembly Financial Statements diminish the standards and principles o f which the
AICPA should be proud.
Very truly yours,
MAHONEY COHEN RASHBA & POKART, CPA, PC 
111 West 40th Street 
New York, NY 10018
/eah Mark D. Garten, President
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December 26, 1995
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use 
Only" as described in the AICPA Exposure Draft, dated September 
6, 1995, for the following reasons:
1) Assembly type financial statements are needless because 
there currently are AICPA provisions for compilation 
reports without GAAP disclosures which are widely used.
2) It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit 
grantors and others.
3) The recommended content of the illustrative Engagement 
Letter in the Exposure Draft, and the reference to 
inclusion of the Engagement Letters on each page of 
the Assembly Financial Statements is unusual and 
unprofessional.
4) The Assembly Financial Statements may have material 
departures from the basis of accounting used of which 
the accountant may be aware.
In summary, Assembly Financial Statements diminish the 
standards and principles of which the AICPA should be proud.
Address
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D ecem ber 19, 1995
Barry C. M elancon, President 
American Institute o f
Certified Public Accountants
1211 Avenue o f  the Americas 
New York, N Y  10036
Dear M r. M elancon:
W e oppose "Assembly o f  Financial Statements Internal U se Only" as described in the AICPA
Exposure Draft, dated September 6, 1995, for the following reasons:
1. Assembly type financial statements are needless because there currently are AICPA provisions 
for compilation reports without GAAP disclosures which are widely used.
2. It is naive to  assume that so-called Assembly Financial Statem ents will not ultimately reach 
bankers, credit grantors and others.
3. The recommended content o f  the illustrative Engagement Letter in the Exposure Draft, and 
the reference to inclusion o f the Engagement Letters on each page o f  the Assembly Financial 
Statem ents is unusual and unprofessional.
4. T he Assembly Financial Statements may have material departures from the basis o f 
accounting used o f  which the accountant may be aware.
5. This "draft" serves to divide ’’large” and "small" CPA firms because larger firms will not 
provide " Assembly" services.
In summary. Assembly Financial Statements diminish the standards and principles o f  which 
the AICPA should be proud.
Very truly yours,
GLICKM AN RU BIN  & GAFT
 
Richard Glickman
RG:yp
Ira E. Cohen, CPA 
19 Leigh Court 
Randolph, New Jersey 07869 
(201) 895 - 3848
December 20, 1995
M r. Barry C. Melancon, President
American Institute o f 
Certified Public Accountants
1211 Avenue o f the Americas
New York, N Y  10036
Dear M r. Melancon:
I oppose "Assembly o f Financial Statements Internal Use Only" as described in the AIPCA
Exposure Draft, dated September 6, 1995, for the following reasons:
1. Assembly type financial statements are needless because there currently are AICPA 
provisions for compilation reports without GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial Statements w ill not ultimately reach 
bankers, credit grantors and others.
3. The recommended content o f the illustrative Engagement letter in the Exposure Draft, and 
the reference to inclusion o f the Engagement Letters on each page o f the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures from the basis o f 
accounting used o f which the accountant may be aware.
In summary, Assembly Financial Statements diminish the standards and principles o f which 
the AICPA should be proud.
Very truly yours,
Ira E. Cohen, CPA
iec/aicpa
MEMBERS: 
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS 
NEW YORK STATE SOCIETY
OF CERTIFIED PUBLIC ACCOUNTANTS
B O N V E N T R E  & K R A T Z
CERTIFIED PUBLIC ACCOUNTANTS
6 4 -19  MYRTLE AVENUE 
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December 19, 1995
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only” 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very t ruly yours,
Herman Kratz,
64-19 Myrtle Avenue
Glendale, NY 11385
Address
City, State, Zip
PETER A. C A N TE R
C E R TIF IE D  P U B L IC  A C C O U N T A N T
675 Mamaroneck avenue, Mamaroneck. NY 10543-1925 
(914)361-6200 Fax (914) 381-6201
December 18, 1995
3arry C. Melancon, President
American Institute of
Cerrified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I. oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures - 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
675 Mamaroneck Avenue .
A ddress
Mamaroneck, NY 10543
City, State, Zip
B r a u n s t e i n  &  S t e r n
Certified  Public Accountants 6 0  East 4 2 ND Street 
New YoRk , N.Y. 1 0 1 6 5 -3 1 9 7
Harold B. Stern, cpa _____
Michael K. Braunstein . cpa
_____  (212) 6 8 7 -3 9 3 9
Alfred L. Braunstein ( 1 9 3 4 -1 9 9 1 ) fax (212) 6 8 7 -4 4 5 7
December 19, 1995
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
4 /
S h a n d l i n g  &  L a n d s m a n
C E R T IF IE D  P U B L IC  A C C O U N T A N T S
R A Y M O N D  S H A N D L IN G 
H A R O L D  A .  L A N D S M A N  
B A R R Y  J .  A L B A N O
TW O  PA RK  A V E N U E  • N E W  Y O R K , N .Y .  1 0 0 1 6  
T E L :  (2 1 2 ) 6 8 3 - 5 2 2 4
F A X :  ( 2 1 2 )  4 8 1 - 0 9 8 7
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours
t
 
Address
City, State, Zip
D E M E T R IU S  &. CO M PA NY , L .L .C .
CERTIFIED PUBLIC ACCOUNTANTS
WAYNE INTERCHANGE PLAZA I 
145 ROUTE 46
WAYNE, NEW JERSEY 07470-6830 
TELEPHONE: 201-812-0100 
FAX: 201-812-0750
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas 
New York, N.Y. 10036
Bear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
 
  
  
Address
  
MEMBER FIRM OF THE PC PS AND SECPS OF THE AICPA 
MEMBER OF DCO INTERNATIONAL, L.L.C.
City, State, Zip
GOBSTEIN, WEINGARTEN & GOLDFARB
CERTIFIED PUBLIC ACCOUNTANTS 
S U ITE  2E4
3 0 0 0  MARCUS A VENUE  
LAKE SUCCESS, N E W  YORK 1 1042
T E L  ( 5 1 6 )  3 26 -8 8 77  
FAX: ( 5 1 6 )  437 -6 0 04
R O B ERT L  GO LDFARB, CPA
R IC H A R D  W E IN G A R T E N , CPA
HAROLD G O B S TE IN , CPA (R E T IR E D )
Barry C. Melancon, President 
American Institute of
Certified Public Accountants 
1211 Avenue of the Americas 
New York, N.Y. 10036
M EM BERS:
A M E R IC A N  IN S T IT U T E  O F  
C E R T IF IE D  PU B L IC ACCOUNTANTS
N E W  YORK STATE SO C IETY O F  
C E R T IF IE D  PUBL IC ACCOUNTANTS
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only” 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
B O N V E N T R E  & K R A T Z
CERTIFIED PUBLIC ACCOUNTANTS
MEMBERS: 
AMERICAN INSTITUTE OF
CERTIFIED PUBLIC ACCOUNTANTS 
NEW YORK STATE SOCIETY
OF CERTIFIED PUBLIC ACCOUNTANTS
6 4 -1 9  MYRTLE AVENUE  
GLENDALE. NEW YORK 11385  
7 1 6  3 6 6 -1 2 0 0  FAX 7 1 8 -4 5 6 -6 5 6 3
December 19, 1995
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Joseph Bonventre, CPA
64-19 Myrtle Avenue
Glendale, NY 11385
Address
City, State, Zip
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
Address
City, State, Zip
Barry C. Melancon, President  
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
c-P / '
City, State, Z£p
Address
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours
Address
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
B arry  C. M ela n co n , P r e s id e n t
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
City, State, Zip
B arry  C. M ela n co n , P r e s id e n t
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the "basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
A d d ress
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
 4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,     
  0
A d d ress
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
 
City, State, Zip
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
Address
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only” 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the-basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Add
City, State, Zip
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
I n  summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
Address
 
City, State, Zip  
D ear Mr. M elancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
B a rry  C. M ela n co n , P r e s id e n t
American Institute of
C e r t i f i e d  P u b l ic  A c c o u n ta n ts
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
City, State, Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
 
 
Address
City, State, Zip
 
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit, grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
A ddress
City, State, Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
Dear Mr. Melancon:
T oppose "Assembly of Financial Statements Internal Use Only” 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures Which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
A. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles o f which the AICPA should be proud.
B arry  C. M ela n co n , P r e s id e n t
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Bear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Address
 
 
City, State, Zip    
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
E 8 0 8 7
ANDREW  M V E S S I L L O 
FR EEM A N  & V E S S I L L O C P A  
2 2 5  W 3 4 T H S T
NEW YORK N Y 1 0 1 2 2 - 1 9 9 8
Ci t y ,  S t a t e ,   Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
B arry  C. M elan con , P r e s id e n t
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
D ear Mr. M elancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
A. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
B a rry  C. M ela n co n , P r e s id e n t
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City,  S tate, Zip
DONALD H. QUINN, P.C.
•Certified Public Accountant
666 GODWIN AVENUE, SUITE 220
POST OFFICE BOX 29 ARSC FILE 9508
MIDLAND PARK. NJ. 07432
EXPOSURE DRAFT
PROPOSED STATEMENT ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
ASSEMBLY OF FINANCIAL STATEMENTS FOR INTERNAL USE ONLY
September 6, 1995 
Comment Date: December 31, 1995
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 
the exposure draft that is of concern to you. For convenience, the most significant points 
have been identified in the summary that accompanies the exposure draft.
Return this response form to:
Barry Melancon, President 
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775
EXPOSURE DRAFT
ARSC FILE 9508
BLOMSTROM S CO., p.c,
certified public accountants
9301 Southwest Freeway, Suite 100 
Houston, Texas 77074-1593
PROPOSED STATEMENT ON STANDARDS FOR ACCOUNTING AND REVIEW SERVICES
ASSEMBLY OF FINANCIAL STATEMENTS FOR INTERNAL USE ONLY
September 6, 1995 
Comment Date: December 31, 1995
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of 
the exposure draft that is of concern to you. For convenience, the most significant points 
have been identified in the summary that accompanies the exposure draft.
Return this response form to:
Barry Melancon, President 
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
C ity , S tate, Zip
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly,
A d d ress
 City, State, Zip
P erro n  D e c u e r s  &  R o e v e n s
Certified Public Accountants and Consultants
December 27, 1995
Mr. Thomas P. Kelly
American Institute o f Certified Public Accountants
ARSC File 9508
1211 Avenue of the Americas
New York, NY 10036-8775
  E X P O S U R E  D R A F T   
PROPOSED STATEMENT ON STANDARDS FOR ACCOUNTING 
AND REVIEW SERVICES
ASSEMBLY OF FINANCIAL STATEMENTS FOR 
INTERNAL USE ONLY
DATED: SEPTEMBER 6, 1995
COMMENT DATE: DECEMBER 31, 1995
Response Prepared By: Accounting and Auditing Standards
Committee Society of Louisiana CPAs
Keith Besson, Member 
John D. Cameron, Member 
Judsen J. McCann, Jr., Member 
Albert E. Roevens, Jr., Member 
Mary Y. Sanders, Member 
Van L. Auld, Nonmember response
Response Submitted By: Albert E. Roevens, Jr., Member
Comments:
Three members o f the committee are in general agreement with the exposure draft and believe 
that Certified Public Accountants should be able to provide this level of service.
E d w a r d  Perron, Jr . CPA* • Nancy L Decuers. CPA* • Albert E. R oe v e n s , J r .  C PA*
918 Lafayettc Street. Suite 345 • New Orleans, Louisiana 70113 • Office (504) 558-0801 • Fax : (504) 52 9 - 2947
M emb e r  o f  American Institute o f  C ertified Public Acco u n tan ts  an d  L o u is ian a  S o c ie ty  o f  C e r tifie d Pu b lic A c c o u n tan ts
A Professional A ccoun ting  C orpora tion
Mr. Thomas P. Kelly 
December 28, 1995 
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Two members of the committee and a nonmember responding, believe that this exposure 
draft contradicts years of effort to develop the guidance that we as a profession follow. The 
exposure draft does not require the CPA to prepare financial statements in accordance with a 
standard basis of accounting, generally accepted accounting principles or other comprehensive 
basis of accounting. By not compiling financial statements on a standard basis of accounting the 
CPA may be misleading the client. This type of service would lower our standards.
It is also these members understanding that internal use financial statements would not 
be included in the CPA’s peer review. By not including these statements in the peer review is 
a direct contradiction to the peer review process. The peer review process was designed to 
improve the quality of work performed in our profession. Since these reports will not be 
included in the peer review process, CPAs will be performing these services at various levels, 
which may bring the quality of the work down.
CHAMBLESS & COMPANY, P.C .
CERTIFIED PUBLIC ACCOUNTANTS 
6478 SOUTH QUEBEC, BLDG 3 
ENGLEWOOD, COLORADO 80111 
Telephone (303) 770-6756 
FAX (303) 290-6710
FAX TRANSMISSION
DATE  
Number o f  Pages Including Cover Letter  
 
     ________
FIRM NAME_________ ______________________________________________
FAX NUMBER _
FROM_____ ____________
COMMENTS
   
ATTENTION: The information contained in this fax message is privileged and/or confidential 
information intended only for the use o f the individual or entity named above. If you have 
received this comnmnication in error, please immediately notify us by telephone and return the 
original message to us at the above address via the United States Postal Service.
 
E i k i l l  &
S c h i l l i n g - L t d .
C e r t i f i e d  P u b l i c  A c c o u n t a n t s
December 2 7 , 1995
American Institute of Certified Public Accountants 
Thomas P. Kelly, Group Vice President - Professional 
ARSC File 9508
1211 Avenue of the Americas
New York, New York 10036-8775
Dean R. Ager CPA 
Thomas L. Sykes CPA 
Michael S. Altman CPA 
William J. Gravelle CPA
John F. Schilling CPA 
Consultant
Re: Proposed Statement on Standards for Accounting and Review Services -
Assembly of Financial Statements for Internal Use Only
Ladies and Gentlemen:
We applaud the Accounting and Review Services Committee for attempting to deal with real 
problems facing local practitioners on a daily basis and understand the "perceived benefits" of 
this proposal. However, we are greatly concerned that the proposed statement, if enacted, will 
be a step backward for the profession and will not benefit the public (and our clients) as 
perceived. We oppose the proposed statement for the following reasons:
• Even if plain paper financial statements contain the legend "for management use only", it 
seems likely the statements may be used by persons other than management.
• Standards already exist today that allow practitioners to report on compiled financial 
statements on "other comprehensive basis of accounting" and without disclosures. The 
practitioner should be able to meet the same "end" as noted in the proposed statement 
using existing standards.
Please do not enact this proposed statement on standards for accounting and review services.
Yours truly,
DRA:aja
Dean R. A ger 
Secretary/Treasurer
600 Norwest Center • 230 W. Superior St. • Duluth, MN 55802-1953 • Phone 218/722-4705 • Fax 218/722-8589 
807 Cloquet Avenue • Cloquet, MN 55720-1677 • Phone 218/879-1503 • Fax 218/879-6240
T H E  O H I O  S O C I E T Y
December 29, 1995
O F  C E R T I F I E D
P U B L I C
A C C O U N T A N T S
Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Mr. Kelley:
The Quality/Peer Review Executive Committee o f The Ohio Society of Certified 
Public Accountants reviewed the Exposure Draft of the AICPA Accounting and 
Review Services Committee Assembly o f  Financial Statements fo r  Internal Use 
Only. The members of the Committee were unanimous in expressing strong 
objections to the Exposure Draft, and to the entire concept o f our profession 
permitting CPAs to offer this proposed new service. The committee members 
urge you to please give serious consideration to the impact o f such a service on 
the very nature of the profession, what the CPA designation represents, and the 
perceptions o f the public to such a proposal. Specific comments o f the committee 
were as follows:
• We believe that this product would be very popular with some smaller 
practitioners, expressly for the purpose o f avoiding quality control and peer 
review. The type of practitioner who would be attracted to this product, 
however, is exactly the CPA who is probably in the greatest need for 
consultation with other professionals. We have always prided ourselves 
in this profession for our maintenance o f quality professional services 
through self-monitoring and self-governance. This proposal, again, directly 
opposes all that we have accomplished in this arena.
• Committee members believe that the origin for this proposal is solely 
market driven, and that the proposed service would be established in order 
to enable CPAs to compete with bookkeeping services. This proposal is 
directly opposed to the Institute's other efforts to distinguish the services 
o f a CPA professional, such as is emphasized through the advertising 
campaign.
535 Metro Place South 
Box 1510
Dublin. Ohio 43017-7810
614/764-2727
FAX-614/764-5880
• In addition, such a proposal would serve to legitimize activities which are 
currently being conducted illegally in states such as Ohio. Ohio permits 
only licensed CPAs or PAs to compile financial statements. This proposal 
would open the door for companies such as IDS, which many states are 
fighting even under the current, higher standards, to offer services which 
were previously restricted to licensed professionals.
• The "franchise" of the CPA profession is its association with the 
presentation of quality financial information. We commend the direction 
being pursued by the Institute in examining the role of the CPA in 
providing assurance services, as it reinforces and expands the image o f the 
CPA as attesting to the quality o f information. The proposal contained in 
this exposure draft would defeat the association with quality that we have 
worked for as a profession.
• The committee members find it difficult to believe that a CPA's clients 
would not present such a product to third parties, representing that it was 
the work o f their CPA. The committee members also find it difficult to 
believe that the CPA can truly absolve his or herself from any legal 
exposure simply through a covenant not to sue in the engagement letter. 
We suspect that this covenant would hold up as well as any other 
disclaimer (not at all.)
• Public perception of the quality of the profession has already been diluted 
by the publicity accompanying various lawsuits and public business 
failures. Can you imaging the exposure from permitting CPAs to become 
associated with a product which is subject to no standards whatsoever? 
There is already much public misperception about the differences between 
levels o f attest services which CPAs may provide. This proposal would 
further confuse and lower public perception o f the profession as a whole.
While the committee members are in favor o f researching options for CPAs to 
provide a broader scope of services to clients, the suggested internal use only 
financial statements are not an acceptable level o f service for a Certified Public 
Accountant CPAs already have available to them the product of a compilation 
which omits disclosures. The time difference between preparing the compilation 
and this level of service would not be significant, according to our committee 
members in public practice; and the quality distinctions between the two products 
(most significantly, the fact that the compilation can't be issued without disclosure
of material exceptions, and this product can,) are valuable. We do not, and will 
not support a product which lowers our standards, because we believe that it will 
be detrimental to the profession in the long run.
If  you have any questions about our committee's discussions, please feel free to 
contact me at (513)898-3167. Again, I urge the Accounting and Review Services 
Committee to give serious consideration to the more global effects o f this proposal 
on the CPA profession.
Sincerely,
The Quality/Peer Review Committee of
The Ohio Society o f Certified Public Accountants
John M. Keller, CPA, Chairman
December 29, 1995
THE OHIO SOCIETY
o f  certified
PUBLIC
ACCOUNTANTS
AICPA
Attn: Thomas P. Kelley 
ARSC File 9508 
1211 Avenue of the Americas 
New York, NY 10036-8775
Dear Mr. Kelley:
At its December 5, 1995 meeting, the Accounting and Auditing Committee of 
The Ohio Society of Certified Public Accountants, comprised of 17 CPAs in 
both large and small public practice firms, and in industry, reviewed the 
Exposure Draft Assembly o f  Financial Statements fo r  Internal Use Only. 
Specific review comments o f the committee are attached.
I f  you have any questions about the comments of the committee, please feel 
free to contact me at the OSCPA address, or at (513)399-2000.
Sincerely,
Mark S. Weatherman, CPA
Chairman, OSCPA Accounting and Auditing Committee
535 Metro Place South 
Box 1810
Dublin. Ohio 43017-7810
614/764-2727
FAX-614/764-5880
OSCPA ACCOUNTING AND AUDITING COMMITTEE 
EXPOSURE DRAFT COMMENTS
Summary: While the committee agrees that there is currently a standards overload problem, a 
strong majority o f committee members emphatically do not believe that the exposure draft 
proposal is an appropriate solution. A minority opinion of two members o f the committee 
expressed that the internal use only financial statement product could be useful in limited 
types o f situations.
Specific Comments:
• The committee members believe that the minimal standards required (and already 
permitted) of a compilation without disclosures are valuable, and an important 
distinction between the work of a CPA and non-CPA. Committee members in public 
practice noted that it would not take any less time to prepare the internal use only 
product, and that the only substantive difference they could perceive in the work 
product would be that the internal use only product could be issued by the CPA with 
knowledge that there were material omissions from accounting standards that were not 
disclosed. Committee members believe that the compilation requirement to disclose 
these material omissions is valuable even for an internal use only product.
• The committee is concerned about the legal exposure o f a limited use document. It is 
difficult to believe that clients would not be presenting these documents to their 
bankers, creditors, etc., representing that they were prepared by a CPA. It is also 
difficult to believe that the CPA would be absolved of any legal responsibility for 
preparing the document, regardless of any disclaimer contained in the engagement 
letter.
If internal use only financial statement preparation is permitted, committee members 
do not believe this practice should be exempt from peer review. The committee 
members place strong value on this profession's self-regulation, and the emphasis that 
the profession has placed on providing quality financial information. The acceptance 
o f this exposure draft in its current form is the first step in chipping away at these two 
basic tenets o f the profession.
There is already much confusion in the public about the level o f responsibility 
assumed by the CPA when providing different levels o f service. Adding a fourth level 
o f service will further serve to confu se the public, and lower public perception of the 
quality of service provided by CPAs.
Accounting and Auditing Committee 
Exposure Draft Comments 
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• Committee members had significant concerns about how professional liability 
insurance carriers would treat this level of service (most did not believe that their 
current policies would cover this service initially due to the level o f risk, and that 
premiums would need to be increased to cover the service.)
• Committee members wished to communicate the effect of this draft in the context of 
Ohio law. In Ohio, currently only licensed CPAs and PAs may compile financial 
statements. The Ohio Accountancy Board has been vigorously pursuing organizations 
practicing what is currently considered unauthorized practice o f accountancy. This 
exposure draft would fly in the face of their efforts by opening up the door for non- 
CPAs and corporate financial service organizations to provide services in competition 
with CPAs in public practice.
• The minority opinion which believed that this product could be useful expressed that 
some small business clients would find the product valuable, because significant 
departures which they desired in their financial reporting would not have to be 
disclosed (for example, not providing reserves which would be required by GAAP.) 
The remainder of the committee believed that the CPA provided a more beneficial 
service to the client by noting such departures in their work product provided to the 
client, and expressed that the risk to the CPA of not noting such departures was 
unknown. The majority questioned whether a CPA would be providing a proper 
service especially if incomplete financial information was to be provided to 
unsophisticated owners.
• The minority opinion also noted that the exposure draft may permit the small 
practitioner to better compete with non-CPA bookkeeping services. The majority 
questioned whether lowering our standards to compete with non-CPAs was an 
appropriate goal.
Overall, committee members expressed that the most effective solution to standards overload 
is not to provide a level of service which is permitted to ignore accounting standards entirely. 
The committee values the perception of quality which is currently associated with the CPA 
designation, and does not wish to see this public perception eroded by acceptance o f this 
exposure draft. As an alternative, our best minds should be examining how we can better 
reform the standards setting process, including how standards are written and the type of 
guidance that is provided to practitioners to assist in locating relevant information and 
applying new standards.
J Craig Meyer C P A  
8 N. Main St.
New Bremen, Ohio 45869
12-28-95
AICPA
Thomas P. Kelly
RE: Proposed Statement on Standards for Accounting and Review Services. 
Assembly of Financial Statements for internal use only.
Dear Mr. Kelly:
This letter is to let you know that the proposed change is a step in the 
right direction for small business. As an accountant in small town, doing 
work for mainly small businesses, I see a need for the change. I compete 
against people doing bookwork who have no accounting license at all. When I 
have to keep passing costs for review services on to my customers it makes 
my business non-competitive. We are subject to CPE Also. This helps keep 
my knowledge of tax matters current.I am all for the proposed changes.
Sincerely,
J. Craig Meyer
F L O R ID A  IN S T IT U T E  O F  C E R T IF IE D  P U B L IC  A C C O U N T A N T S
325 WEST COLLEGE AVENUE • P.O. BOX 0437 • TALLAHASSEE, FLORIDA 32314 
  TELEPHONE (904) 224-2727 • FAX (904) 222-9190
 
December 20 , 1995
M r. Thomas P. Kelley
Group Vice President -  Professional
ARSC File 9508
American Institute of CPAs 
1211 Avenue of the Americas 
N ew  York, N ew  York 10036-8775
Dear M r. Kelley:
The Accounting Principles and Auditing Standards Committee of the Florida Institute of CPA's 
(Committee) has reviewed and discussed the A ICPA Accounting and Review Services Committee's 
September 6 ,  1995 exposure draft of a Proposed Statement on Standards for Accounting and Review  
Services entitled Assembly of Financial Statement for Internal Use Only (ED). A  summary of our 
comments follows.
GENERAL COMMENTS
O f the 12 members of the Committee attending the meeting at which this ED  was discussed, 4 were 
against the issuance of this SSAR and 8 were for the issuance. Those in  opposition to the ED  stated two 
principal objections to it; a) that the use of a fourth level of reporting (assembly lowers the profession to 
that of non-certified bookkeeping companies, and more importantly, b) that the CPA firm  which 
assembles the financial statement has no control over the client and that there w ill certainly be abuses by 
clients of the internal use only prohibition. Those in favor believed by using our professional judgment as 
to which clients this level of reporting is employed for it can increase the smaller CPA firm's marketplace 
competitiveness along w ith limiting the potential for client abuse of the internal use only prohibition.
SPECIFIC ISSUES
Paragraph 2 . The Committee believes the definition of assembly of financial statements should preclude 
the inclusion of disclosures in the assembled financial statements. The Committee believes that the 
inclusion of disclosures in assembled financial statements indicates the expected use of assembled 
financial statements by persons other than those with "the knowledge of die business' day-to-day affairs" 
as enumerated in  the illustrative engagement letter in Appendix A  to die ED.
Paragraph 5, The Committee believes that the accountant engaged to perform an assembly should be 
required to include the reference "Restricted to Internal Use Only- See Engagement Letter Dated (date)".
P arag ra p h  8, T h e  C o m m itte e  believes that an  accountant w h o  becomes aw a re  th a t  assem bled fo r  in te rn a l 
use fin a n c ia l statem ents are  In  d ie  hands of the th ird  parties, th e accountant sh o u ld  be re q u ire d  to  notify 
such third p arties  in  w riting  along with notification to the client regarding possible consultation w ith ones' 
attorney.
M r. Thomas P. Kelley 
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General. The Committee generally agreed that it could be helpful to practitioners to include a definition of 
'internal use only' (i.e., to specifically exclude outside directors and personnel without the requisite 
knowledge and understanding of the business, financial affairs and the engagement). The Committee 
also believed that some form of such definition should be included in the engagement letter to provide 
clarity of understanding with the client.
W e appreciate the opportunity to share our views and concerns regarding the exposure draft. Members 
of our committee are available to discuss any questions you may have about this communication.
Very truly yours,
John F. Rizzo, CPA, Chairman
Chairman
Accounting Principles and Auditing Standards Committee 
Florida Institute of Certified Public Accountants 
(954)627-0024
Task Force Coordinate Response:
Stephen H . Durland, CPA (407) 822-9995
Joy L. Gibson, CPA (813) 898-2727
CERTIFIED PUBLIC ACCOUNTANT
Tax and Accounting Services
292 Great Road 
Acton, Massachusetts 01720
Telephone
508 -263-0212  5 08 -481-3122  
Fax: 5 08 -264-4854
December 30, 1995
Thomas P. Kelley,
Group Vice President Professional
ARSC File 9508
AICPA
1211 Avenue of the Americas
New York NY 10036-8775
Dear Mr. Kelley:
This letter is in response to the exposure draft titled Assembly of Financial 
Statements for Internal Use Only. I have never responded to any exposure draft. I am 
a CPA operating a small tax and accounting practice in the Acton, Massachusetts area. 
I, like most other members operating a small practice, always find myself too busy to 
involve myself in "AICPA politics". In this instance, I am making the time, because I feel 
very strongly about this matter. I am a member of the AICPA (#1117663-3), the Mass. 
Society of CPA’s (# 10031), and the New Hampshire Society of CPA’s.
I am very much opposed to the release of this proposed statement, and I have very 
deep concerns that this statement is even being proposed. I have reflected upon this 
proposed statement at great length, and I am convinced that this would be a very bad 
move for the AICPA to make, and that it would have a very negative effect on my 
practice and on all other AICPA members that are operate small practices.
Although the letter accompanying the proposed statement states that focus group 
sessions and discussions with members have indicated that many nonpublic entities do not 
require GAAP-based financial statements, I am convinced that members who operate small 
practices were not given a fair hearing. Every CPA (who operates a small practice) that 
I have discussed this issue with, believes as I do. Adoption of this proposed statement 
would be contrary to the beliefs of this segment of the membership.
When I put myself through accounting school, working full-time and going to night 
school in the 1970’s, I was deeply impressed with the standards and ethical restraints 
imposed on the profession as a whole, and on individual CPA’s in particular. I was 
certified in 1982, and since that time, I have observed the erosion of standards and ethics 
in our profession, and I believe that this proposed standard is another large step 
backwards for our profession. I am still very proud to be a  CPA, bu t will I feel the same 
way in the year 2000, or 2010?
December 30, 1995 
Thomas P. Kelley 
ARSC File 9508 
AICPA 
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Since the AICPA is currently doing a great deal of image advertising for the CPA, 
stressing our professionalism, versatility, etc., it seems incongruous to me that this 
statement is being proposed at this time. I believe tha t this proposed statem ent will dilute 
our professionalism.
I also believe that this statement, if approved, will give mixed messages to  the 
public, and will create confusion to cu r clients. Most CPA’s would agree that the public 
in general has veiy little understanding of what "CPA’s actually do". This statement will 
create even more confusion to the public. We are licensed by the public to serve a public 
interest. I believe that this proposed statement does not serve the public interest.
As regards financial statements, all but the most sophisticated individuals (or 
companies) have difficulty understanding financial statements. That is where the CPA’s 
job comes in. We have to take it upon ourselves to ensure that our clients understand 
our financial statements. By disregarding GAAP, we (as CPA’s) would be creating our 
own individualized financial statements (mine would be called the MAAP, or "Midge 
accepted accounting principles"), which, I believe, will confuse and mislead ou r clients and 
the public in general. This will eventually cause certification to become irrelevant.
GAAP represents economic reality. When financial statements are issued under 
GAAP, these financial statements can be compared to other financial statements issued 
under GAAP. Even if the client is a very small company, it is possible to compare these 
financial statements to others in that industry. If  CPA’s are allowed to  apply inform al 
accounting principles, no comparison is possible.
With all the current litigation with non-CPA’s use of the word "Accountant" and 
IDS/American Express issuing "financial statements", I believe that, if these outside parties 
succeed (and there is a very good chance that they will), these non-CPA’s will be issuing 
plain paper financial statements at will, further confusing the public and further taking 
hold of the CPA’s traditional area of expertise, the preparation of financial statements.
I see this is all aimed as direct competition to small and medium-sized practitioners, and
I believe that the AICPA has a duty to support the small and medium sized practices that
make up the largest (and unfortunately, least vocal) part o f its membership.
The final point that I want to make concerns the malpractice issue. Although the 
risks undertaken in producing financial statements for small business clients are small, they 
still exist; and the use of GAAP statements provides me and other practitioners who serve 
small companies further assurance that if we follow the standards promulgated by the use
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of GAAP statements, we can prevail if sued. These plain paper, non-GAAP financial 
statements will increase my risks when preparing financial statements, and increase my 
m alpractice premiums. The use of engagements letters when preparing plain paper, non- 
GAAP financial statements cannot ameliorate the risks.
In summary, I believe that if this proposed statement is approved, GAAP will be 
eroded, our professional standards and ethics will be compromised, and the public that 
we serve will be misled and confused. Adoption of this proposed statement is contrary 
to the professionalism and high ethical standards that have always been synonymous with 
the term "Certified Public Accountant".
Sincerely,
   
Mignonne L. Belcourt, 
Certified Public Accountant
Frank, Rimerman + Co.
C E R T I F I E D  P U B L I C  A C C O U N T A N T S
December 28, 1995
Accounting and Review Services 
Committee 
AICPA
1211 Avenue of the Americas 
New York, New York 10036
Re: Exposure Draft: Assembly of 
Financial Statements for Internal 
Use Only
Ladies and Gentlemen:
This letter is to express my opposition to the issuance o f the proposed SSARS.
The reasons for my opposition have been effectively presented by others in many articles 
and letters and I will not take your time to repeat them again.
I would however ask you to remember that this issue was discussed at length at a recent 
Council Meeting. It was clear there was no broad-based support for the proposed change. 
I believe most o f the members who did speak out in support of the exposure draft simply 
did not understand the existing standards and their application. At the same time, many 
members expressed significant concerns over the negative impact a level o f service below 
a compilation would have on the profession.
In an environment of increasing competition from non-licensees, we should be 
distinguishing CPA services, not lowering or eliminating our standards enacted to protect 
the public interest.
My views are based on my 33 years of practice as a CPA and my experience in 
professional regulation, including service as the Chairman o f the AICPA.
I urge you to vote against the proposed exposure draft.
Very truly yours,
FRANK, RIMERMAN & CO.
Thomas W. Rimerman
TWR/kgd
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Mr. Thomas P. Kelley
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American Institute o f 
Certified Public Accountants
1211 Avenue o f the Americas
New York, NY 10036
Dear Mr. Kelley:
The Peer Review Board (Board) o f the American Institute o f Certified Public Accountants (AICPA) 
appreciates the opportunity to comment on the exposure draft o f the proposed Statement on 
Standards for Accounting and Review Services (SSARS), Assembly o f  Financial Statements for  
Internal Use Only. The Board unanimously opposes the issuance of this proposed Statement.
The goal o f the AICPA peer review program has been to improve the quality of the performance of 
accounting and auditing engagements by AICPA members. That goal serves not only the public 
interest, but enhances the significance of a CPA's membership in the AICPA. The Board continues 
to see improvements in the quality of firms' accounting and auditing practices as firms' improve their 
quality control policies and procedures, participate in periodic peer reviews, and take remedial, 
corrective actions, as needed. Based on the progress the profession has made in improving the 
service it provides the public, we do not understand the need for a proposal that allows certain 
practitioners an optional exemption from Statement on Standards for Accounting and Review 
Services 1, Compilation and Review o f Financial Statements.
SSARS 1, paragraph .01 requires that an CPA issue a report when he or she completes a compilation 
or review o f financial statements o f a nonpublic entity. Those reports indicate if there has been a 
departure from generally accepted accounting principles (GAAP) or from an other comprehensive 
basis of accounting (OCBOA). We believe that when a CPA performs a financial statement service 
that does not include the minimum requirements of SSARS 1, the result will be the use by 
management of financial statements that contain material departures from GAAP or from OCBOA. 
The effects of those departures may not be understood by management, thus resulting in uninformed 
and incorrect decisions.
Paragraph .02 o f SSARS 1 recognizes that a CPA may perform other accounting services that are 
not compilation and reviews. That paragraph recognizes that the CPA may prepare a working trial
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balance, assist in adjusting the book of accounts, consult on accounting matters, and so forth; SSARS 
1 appropriately does not establish standards or procedures for those accounting services. The current 
standards enhance the quality o f services performed, protect the public, and allow the practitioner to 
perform other accounting services. We fail to see the benefit o f this proposed Statement except to 
exempt certain practitioners from application of standards that we believe are not burdensome to 
small companies or local accounting firms.
The AICPA Standards for Performing and Reporting on Peer Reviews states in paragraph 30, that 
“the [peer] review should cover a firm’s accounting and auditing practice which, for purposes o f peer 
reviews under these standards, is limited to all engagements covered by Statements on Auditing 
Standards, Statements on Standards for Accounting and Review Services.. ” The Board is currently 
revising its Standards and its task force is deliberating whether the proposed Statement would be 
included in the definition a firms’ audit and accounting practice.
We strongly encourage the AICPA’s Accounting and Review Service Committee to reconsider this 
proposal including its impact on the profession, the image of CPAs, the service we provide the public, 
the publics' interest and the AICPA.
Sincerely,
John Burzenski 
Chair
AICPA Peer Review Board
cc: AICPA Peer Review Board
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January 3, 1996
Mr. Dan Guy
Group Vice President
Committee on Accounting &
Review Services
American Institute of Certified 
Public Accountant
1211 Avenue of the Americas
New York, New York 10036-8775
Re: Internal Use Only Financial Statements
Professional, ARSC File 9508
Gentlemen:
This letter is being submitted by the Committee on Law 
& Accounting (the "Committee") of the Business Law Section 
(the "Section") of the American Bar Association (the "ABA") 
in response to your request for comments on the Exposure 
Draft dated September 6, 1995 with respect to "Internal Use 
Only" Financial Statement engagements. A draft of this 
letter has been circulated for comment among the members of 
the Committee and a significant majority of those who have 
reviewed this letter in draft form have indicated their  
general agreement with the views expressed herein. This 
letter, however, does not represent the official position of 
the ABA, the Section or the Committee; nor does it 
necessarily reflect the views of all of those who reviewed 
the draft.
We understand that the decision to authorize CPAs to 
provide "plain paper" financial statements "for internal use 
only" was intended to allow CPAs to provide services which 
their clients want and which they are now forced to obtain 
from others. Although we have no basis of knowledge as to 
whether a need for this service exists, we concur that 
companies should be entitled to obtain such services from 
licensed CPAs who are undoubtedly better qualified to 
provide these services than persons who have lesser
credentials in accounting. Accordingly, we will confine our 
comments to those aspects of the proposal that raise legal 
concerns. These concerns fall into two general categories: 
(1) clients and third-parties might be misled by financial 
statements without full GAAP disclosure, and (2) CPAs might
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be held responsible for matters for which they did not 
intend to take responsibility. Because of these concerns, 
we suggest the following:
1) The accountant's engagement letter should contain 
an express representation and covenant by the client that 
the statements are for internal use only and that they will 
not be disseminated or disclosed to persons outside the 
management of the client enterprise other than to the 
client's advisors and consultants. In addition, the client 
enterprise and the individual signing on behalf of the 
client should indemnify the accountant for any liabilities 
and costs (including legal fees) the accountant might incur 
as a result of a breach of that representation and 
covenant.1 A significant minority of our members expressed 
the view that indemnification by a principal of the client 
would be unfair since that individual might not be able to 
control the dissemination of the subject financial 
statements.
2) The financial statements themselves should bear a 
legend indicating that they are "For internal use of 
management only; not to be provided to or appropriate for 
reliance upon by others." We have lingering concerns that 
many clients who may seek this form of service will actually 
intend to disseminate the resulting financial data to their 
lenders, investors and/or suppliers and that accountants may 
be deluding themselves in believing that their work-product 
will be restricted to use by the client's management. It is 
for this reason that we believe that reliance upon 
management representations and covenants (as opposed to 
legends on the financial statements) would be unwise. We 
further believe that the Institute should address whether an 
accountant who discovers that his or her client has violated 
a non-dissemination covenant can continue to provide 
assembly services to such a client.
1 According to AICPA Ethics interpretation No. 188 
(§191.188) such an indemnification would not impair the 
accountant's independence. Nevertheless, the performance of 
activities normally performed by the client could impair the 
accountant's independence and this should be disclosed to 
the client and to all third-parties with whom the accountant 
may discuss the subject financial statements.
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3) The engagement letter should further authorize 
(but not obligate) the accountant to communicate directly 
with any person outside the client's management who, 
notwithstanding the client's covenant, may have received a 
copy of the assembled financial statements for the express 
purpose of discussing those financial statements and any 
other information concerning the client as may be necessary 
in the accountant's sole determination to prevent the 
recipient from being misled. Specifically, such 
communications should emphasize the following: (1) the 
statements were prepared for internal use only and do not 
include disclosures required under generally accepted 
accounting principles and, therefore, should not be relied 
upon; and (2) the accountant's role was limited to 
assembling the financial statements from the client's 
records based upon certain representations by the client's 
management and that the accountant performed no audit or 
verification procedures with respect to the data and, 
therefore, the accountant disclaims any responsibility for 
the accuracy or completeness of the data presented 
therein.2 While we have serious doubts as to whether an 
accountant should seek to discuss the financial condition or 
operations of the client with such third-parties, our 
experience is that accountants who engage in candid 
conversation with client creditors are usually able to avoid 
liability claims.
4) We are concerned that a client that does not 
possess the capacity to produce a set of financial 
statements will also not have the requisite sophistication 
to understand the limitations of an "assembly” engagement. 
Accordingly, the engagement letter, rather than simply 
containing a representation from the client that the 
assembled financial statements are satisfactory for its 
purposes, should contain a series of disclosures which the
2 While some courts have cited similar disclaimers in 
finding no liability on the part of a CPA firm (see Evans v. 
Israeloff Trattner & Co., 612 N.Y.S.2d 899 (2d Dept. 1994) 
and First Nat. Bk of Newton Cty v. Sparkman, 442 S.E.2d 804, 
212 Ga. App. 558 (1994)), at least one court has declined to 
dismiss a liability claim against a law firm that had sought 
to preclude reliance by third-parties known to have received 
its opinion, Kline v. First Western Government Securities, 
Inc., 24 F.3d 480 (3rd Cir. 1994).
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client would be required to acknowledge regarding the 
limitations of the engagements. In this way, the client 
necessarily will be informed of the serious limitations of 
an assembly engagement and the accountant will achieve 
better protection against claims by an unsophisticated 
client. In particular, the engagement letter should explain 
that an assembly engagement will not provide assurance (a) 
against employee thefts or the inadequacies in the client's 
system of internal controls, (b) that all of the client's 
taxes were properly computed and paid, and (c) that the 
client enterprise was operating profitably.
We appreciate your considering our comments and if you 
would like to discuss them further, please call the 
undersigned at (212) 407-7710.  
very truly yours,
/mbb
Dan L. Goldwasser 
Committee Chair
Frank X. Bochanski, CPA
2 Beechwood Street 
Turnersville, NJ 08012
December 2 7 , 1995
Thomas P. Kelley, CPA
Group Vice President - Professional
ARSC File 9508
American Institute of CPAs
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Mr. Kelley:
This letter is in response to the Accounting and Review Services Committee’s recently 
issued Exposure Draft of a Proposed Statement on Standards for Accounting and 
Review Services entitled “Assembly of Financial Statements for Internal Use O nly/
I am completely opposed to this Proposed Statement. I believe that the committee has 
made a serious error in defining a fourth level of service (which has been given the title 
“assembly” by this proposed standard) and then exempting that service from all 
professional standards, including measurement standards. I have grave doubts about 
the reliability of the “data” that the committee apparently utilized to determine the 
“need” for the Proposed Statement. I am very concerned with the manner in which this 
Exposure Draft has been promoted by certain committee members, AICPA staff, and a 
past AICPA Chairman. And, given the significant history surrounding this “plain paper 
financial statement” issue, I also question the committee’s motives and leadership.
The following are my specific comments on the Exposure Draft.
The Exposure Draft materials mention a number of reasons for the need for the new 
standard. I believe these reasons to be false and misleading, as follows:
1) The “red herring” argument that this standard would provide the same type of “soft 
close” for nonpublic entities is misleading. When publicly held companies utilize a 
“soft close”, the company’s public accountants are not associated - in any way - with 
the resulting financial statements. That is not the case with respect to this 
Proposed Statement.
2) The letter accompanying the Proposed statement indicates that SSARS 1 makes it 
difficult for CPAs to provide their clients with controllership type services or 
business advisory services in a timely and cost effective manner. On the contrary, 
the truth is there is nothing in SSARS 1 that would prevent or hinder the CPA from
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providing clients with whatever information they need on a timely and cost effective 
basis. I have personally performed these types of services for a variety of clients 
over the past twenty years without great difficulty. During this time I have been 
associated with firms of various sizes, including a big six firm and a sole 
practitioner, and have managed to service clients in an efficient and quality-focused 
manner. Given the sizes of the firms represented on the Accounting and Review 
Services Committee I would respectfully question the ability o f a majority of 
committee’s members to identify with the situations they are attempting to address 
with the Proposed Statement.
3) The Exposure Draft materials imply that increases in computer technology have 
made it more difficult to comply with current standards, when those changes have 
actually made it easier than ever for CPAs to handle issues of preparing financial 
statements and reports on those statements. The issue as to “who instructs the 
computer to print the financial statements” is another misleading argument. Making 
such an argument presumes that CPAs are an irresponsible lot, who are seeking to 
avoid their professional responsibilities. I am embarrassed and angry that a 
committee formed by my professional organization would take such a ridiculous 
position and then attempt to use it to exempt engagements from all standards! We 
are an honorable profession. If certain members are using “computer excuses” to 
get around their reporting responsibilities, those members should be held 
accountable by the Ethics Division, not given the green light to shirk their duties. If 
there is a lack of understanding concerning existing standards, the committee’s 
responsibility is to provide clarity, not try to use it to justify a preconceived position.
I believe that another level of service - the “assembly" level - is not needed and clearly 
not supported by reasons outlined within the Exposure Draft. The existing SSARS 
standards have met the tests of time, are generally well understood by certified public 
accountants, their clients, bankers, attorneys and other financial statement users. 
These standards currently provide the CPA with guidance on how to report on 
unaudited financial statements in a vast variety of circumstances - including those 
situations where financial statements do not "comply in all material respects with 
generally accepted accounting principles or another comprehensive basis of 
accounting” (to quote the letter accompanying the exposure draft). There is no need 
for a broad exemption from all standards for any engagement reporting on historical 
financial statements. The committee’s suggestion that this proposal was based on 
"focus group sessions and discussions with members” is at best whimsical.
The proposed new level of service will only cause confusion about our role in financial 
statement engagements. I believe that CPAs will be "associated” with financial 
statements prepared under the assembly proposal in the eyes of the client, the general 
public, and financial statement users, regardless of the proposed statement’s attempt to 
separate the CPA from his/her work product. Contrary to the committee’s position, 
most CPAs I know and associate with want to be associated with their work. Clients
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who purchase accounting services make a choice on the quality of those services. 
Those who don’t care about the reliability on the financial information they receive may 
purchase those services from a bookkeeper or other non-professional; those who 
chose to purchase the services of a CPA - a professional person licensed by the state - 
know what they are buying and expect a level of quality beyond what a bookkeeper or 
other non-professional would provide. This new standard would lower the quality of the 
services of CPAs and that notion is unacceptable. Furthermore, it is obvious that the 
draft engagement letter, which fails to adequately define “internal use”, will not provide 
liability protection to CPAs. I also find it ludicrous that the first instance where 
standards would require an engagement letter would be a situation where the CPA 
wants to disavow any responsibility regarding statements he/she prepared!
The AICPA has publicized information that promotes the Exposure Draft as providing 
“peer review re lie f to CPA firms. I believe that it is absolutely improper for the 
committee and the AICPA to promote this ED on that basis. Your Committee’s charge is 
“ To develop, on a continuing basis, procedures and standards o f reporting by CPAs on 
the types o f accounting and review services a CPA may render in connection with 
unaudited financial statements or other unaudited financial information o f an entity that 
is not required to file financial statements with a regulatory agency in connection with 
the sale or trading o f its securities in a public market.” The Accounting and Review 
Services Committee’s authority clearly does not extend to the peer review area. I 
believe that by “exempting” these assembly engagements from standards and further 
by promoting this as a benefit of the Proposed Statement, the Accounting and Review 
Services Committee has exceeded its authority in an effort to provide peer review relief 
for certain firms. Moreover, having performed numerous peer reviews myself, I believe 
that the very firms that would provide such an assembly service are the firms that most 
need the help and guidance provided by professional standards and by peer reviewers.
I can attest to the benefits that firms derive from the peer review process. Those 
benefits extend to the public as well, and the public includes our clients, regardless of 
the ultimate use or user of the financial statements we prepare.
Thank you for considering my comments. In closing, I would respectfully ask that the 
committee consider more than “focus groups and member comments” when considering 
future sweeping changes to our professional standards.
Sincerely,
B u rz e n sk i 
&  C o m p a n y , P .C .
Certified Public Accountants
December 29, 1995
John R. Burzenski, CPA
Ralph L. Ricciardelli, CPA
Gary I. Glassman, CPA Mr. Thomas P. Kelley
AICPA
ARSC File 9508
1211 Avenue of the Americas
New York, NY 10036
Re: Exposure Draft on Assembly of Financial Statements for
Internal Use
Dear Mr. Kelley:
This letter is to express my opposition to the exemption from SSARS 
#1 on financial statements assembled for internal use only.
The September 6, 1995 letter that accompanies the exposure draft 
addresses issues of non-public entities not requiring financial state­
ments that comply in all material respects with GAAP or OCBOA, the 
issuance of compilation reports adding unnecessary costs to adhere to 
quality control procedures and lastly, coping with the logistics of 
providing a report on firm letterhead from the clients office. I would 
like to address each of these points separately.
Non-GAAP/OCBOA Financial Statements
The last area of protection for the public accounting profession is the 
issuance of a report in connection with financial statements, whether 
that report be a compilation, a review or an independent auditors 
report. All firms can currently assist their clients with the develop­
ment of management information as addressed in AR100.03 which 
specifically excludes preparation of trial balances, assisting in and 
adjusting the books, consulting on accounting matters and providing 
various manual or automated bookkeeping or data processing services. 
The accountant can also issue an accountants' report in connection 
with financial statements that omit substantially all disclosures as 
addressed by AR100.19-21.
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The profession has attempted to maintain public accounting truly as a profession; with 
that, comes the added responsibility and requirements to be a step above those we might 
refer to as bookkeeping firms or accounting service firms. The compilation reporting 
area has been blown out of proportion in this exposure draft. If  our profession consists 
of firms who would prefer to run bookkeeping service offices and compete with 
American Express and the likes and, secondarily escape the basic tenets of our profession 
which are to adhere to professional standards (within a system of quality control) and to 
assure compliance with those standards, then the structure of our profession will have to 
dramatically change.
All CPAs must be reminded that the ability to report on financial statements is the item 
that maintains us as professionals. Why any firm would want to compromise that 
position or circumvent the standards is beyond me. Remember, only two standards exist 
for issuing a compilation report - that is have knowledge of the industry and the client 
and then read the final product before attaching the compilation report.
Providing Reports From Client Office
Our professional standards related to supervision give us the flexibility, depending on the 
level o f experience and the firm structure, to allow professionals in the field, as 
approved by the firms management, to produce the product without any undo delay.
The logistics of providing a report on firm letterhead seems to again break down what 
we have worked so hard to accomplish in our profession - make sure that firm financial 
products adhere to some quality control system. An impression left by this comment is 
that a firm of twenty or thirty professionals might be issuing financial statement products 
without reports and no overall control of those products.
All firms currently have write up clients where material is entered into an accounting 
package with the eventual product being a financial report. These practitioners review 
the product with their clients in the field and more often than not, bring that
material back to their office and release a report the same or following day. My 
experience also tells me that many small firms where the partner or a manager level 
individual is in the field doing the write up work, leave the financial product with the 
client on the day that the work is done. Because of the flexibility of programs such as 
ATB and other accounting packages that exist, reports in many cases are standardized 
and are in word processing format easily produced in the field. Reference to unnecessary 
costs seems to suggest that we will lessen or reduce the level of personnel who produce 
this product.
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The advent of technology has created a situation for all of us as professionals to provide 
additional management consulting services to our small clients-first in helping them 
establish recordkeeping procedures coupled with computerized accounting packages that 
enable the client to produce the financial report and second, to create an opportunity for 
the professional CPA to provide higher level analysis services related to those products 
(often referred to as the controllership functions).
The exposure draft allows too much flexibility regarding the optional legend for each 
page of the financial statements (restricted to internal use. only, with a reference to the 
engagement letter). This should be a mandated procedure, if this exposure draft were 
to survive the comment period. Further, this service should be restricted and not 
available for year end engagements.
Unnecessary Costs
It is difficult to understand why the lowest level of service (assembly) would require a 
written understanding regarding the services to be performed, while the highest level of 
service (audit services) have no such requirement. It seems to me that if we are 
addressing unnecessary costs and the logistic issues, then the development of an 
understanding might be the item that is more appropriately addressed.
As we all know the engagement letter issue and the time involved in getting a signed 
engagement letter, regardless of the service level, is probably the most difficult to 
accomplish with clients-both in educating them as to the purpose and limitation of the 
understanding as well as making the client feel comfortable as to what has or has not 
been agreed to.
I can 't believe that the unnecessary cost relates to the completion of a compilation 
procedures checklist or some other work program that the firm may have developed to 
control the work. It seems to me that this issue is form over substance.
Internal Use or Not
I believe that the concept expressed in this exposure draft, internal use only, is a bit far 
fetched. Experience tells us that small businesses provide copies of interim financial 
statements without disclosures to bank and other third parties on a regular basis. It is 
hard for me to perceive that if we issue internal use or plain paper financial statements 
that those statements also will not find their way into bankers files.
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The profession has been educating bankers since the inception of SSARS to understand 
the different levels of reporting that are available to clients and to help educate the 
banker as to why it is important for CPAs to be involved in the financial statement 
process including the issuance of a report. The AICPA and state societies have spent 
considerable time, effort and money developing a public relations campaign to emphasize 
the value brought to the process by CPAs. It seems to me that this proposed exposure 
draft is attempting to break down or do away with this massive marketing effort.
If we believe that certain of our CPA practitioners would prefer to be bookkeeping 
service providers, then I think all of us who are in a leadership position at the state and 
national level of our CPA professional organizations need to address what constitutes 
the profession of public accounting. I do not believe this exposure draft serves the 
individual practitioner or the profession in terms of holding ourselves out in high esteem 
as we have so often professed in all of our public image campaigns.
It seems this exposure draft is thrust to the ranks of the masses and no longer projects 
the CPA as one who must adhere to professional standards and rise to a higher level. 
We have worked hard to develop the self regulatory environment for our profession. 
This seems to suggest that this self regulation is overkill. As someone involved in the 
peer review process, this seems to play into the hands of those practitioners who need 
it the most.
John R. Burzenski 
Certified Public Accountant
JRB/bym
Lewis. H ooper &  D ick , llc
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ARSC File 9508
1211 Avenue of the Americas
New York, NY 10036-8775
Re: Proposed Statement on Standards for Accounting and 
Review Services - "Assembly of Financial Statements 
For Internal Use Only".
Dear Mr. Kelley:
FIRM BACKGROUND
Lewis, Hooper & Dick, LLC is a local, single office CPA 
firm located in southwest Kansas. We have been in 
practice for 40 years. Our firm is currently comprised 
of 19 professional accountants, including 7 member- 
owners. Our client engagements include the preparation of 
compilation financial statements for approximately 75 
clients. Many of these clients require monthly or 
quarterly financial statements.
Since the first Statement on Standards for Accounting and 
Review Services was issued in 1978, our firm has gone to 
great lengths to educate ourselves, our clients and third 
party users of financial statements regarding 
compilations, reviews and audits. We have conducted 
seminars for banks and other users. We have dedicated 
substantial energy explaining to our clients the meaning 
of each type of service and what they, as our clients, 
could and should expect from us, their Certified Public 
Accountants.
COMMENTS
Our firm has several concerns regarding the proposed 
statement and objects to its issuance:
1. Presumably, by obtaining management's written 
representation (paragraph 3) and by including a reference 
on each page - "Restricted to Internal Use Only - See 
Engagement Letter Dated [Date]" (paragraph 5), an 
accountant can be assured that the statements will not be 
used by third parties. We believe that such restrictions
405 NORTH SIXTH
800-627-0636
P.O. BOX 699 
316-275-9267
GARDEN CITY, KS 67846
(FAX) 316-275-8936
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are unrealistic. Undoubtedly, when a banker or other 
third party requests a financial statement from an 
unsophisticated client, there will be many instances when 
the "Internal Use Only" financial statement will be 
provided to the third-party. Indeed many small business 
clients and their lenders may not understand the 
difference between a "client prepared" financial 
statement and an "internal use only" financial statement. 
We believe that such financial statements will create 
numerous problems, including potential loss of the client 
and/or litigation regarding the unauthorized issuance of 
the financial statements. There will be increased 
opportunity for misunderstandings and /or litigation 
with third party users who may receive the "internal use 
only" financial statements.
2. The burden will be upon the CPA to "police" any 
misuse of the "internal use only" financial statements. 
Paragraph 6 gives direction that "If the accountant 
becomes aware that financial statements he or she has 
assembled for internal use only are in the hands of third 
parties" he should "advise the client" who has either 
knowingly issued the statements contrary to any 
understanding with the accountant, or unknowingly issued 
the statements because there was a misunderstanding from 
the outset of the engagement. To suggest the accountant 
"should consider notifying the third parties" is an act 
which may be a breach of client confidentiality, and will 
at a minimum assure loss of the client for any future 
services.
3. Assembled financial statements may be prepared on a 
hybrid basis of accounting, or may not not comply in 
some manner "in all material respects with generally 
accepted accounting principles or another comprehensive 
basis of accounting" (paragraph 3 of letter accompanying 
the exposure draft). We do not believe that such 
financial statements will be beneficial to the client. 
Such financial statements may draw the client to 
erroneous conclusions due to the fact there is no 
requirement to comply with-any comprehensive basis of 
accounting. Subsequent interim financial statements may 
be subject to other departures from, or variations of 
accounting method, further adding to confusion and 
misunderstanding.
AICPA
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4. We do not believe that an accountant should be, or 
realistically can be, disassociated from a financial 
statement which he or she has any part in preparing. Any 
time an accountant is engaged by a client for a service, 
they will naturally associate that service with the 
accountant. If the product of that service (an internal 
use only financial statement) is subsequently provided to 
a third party, the accountant's association with that 
product will also follow, regardless of any attempted 
disclaimer of association.
In the letter accompanying the exposure draft, several 
comments are made with which we do not agree:
1. "ARSC believes that the requirements of SSARS 1, as 
amended, make it difficult for CPAs to provide their 
nonpublic clients with these needed services in a timely, 
cost-effective manner." - We do not believe it is 
possible to provide a professional service related to 
financial statements for our clients without at a 
minimum complying with the two basic requirements of 
SSARS 1 - i.e. a.) "...the accountant posses a level of 
knowledge of the accounting principles and practices of 
the industry in which the entity operates..." and b.) 
"...the accountant should read the compiled financial 
statements and consider whether such financial statements 
appear to be appropriate in form and free from obvious 
material errors." To do less than this is to do a 
disservice to our clients and the public.
We have heard arguments that CPAs may be doing more than 
is required by SSARS to satisfy peer and quality review 
standards. If this is the case, then the solution is not 
one of reduced standards, it is educating our profession 
(both financial statement preparers and peer reviewers) 
of existing standards.
2. "... coping with the logistics of providing a report 
on firm letterhead while working at the client's location 
can delay the process". Surely, in today's advanced 
technological environment there is a means of making firm 
letterhead available without reducing professional 
standards. It certainly is not necessary to promulgate 
standards for the purpose of addressing such mundane 
logistical problems.
AICPA
Thomas P. Kelley
December 28, 1995
Page Four
3. "__ existing standards, coupled with advances in
technology, have created a situation whereby the decision 
on whether to issue a compilation report may hinge on who 
instructs a computer to print the entity's financial 
statements." We believe that such rationalization is 
another smoke screen used in support of the proposed 
statement. We believe that existing standards (primarily 
SSARS) currently address this issue. If there are 
remaining questions regarding issuance of a compilation 
report, they can be addressed in the existing 
interpretation format rather than by reducing current 
standards.
SUMMARY
We believe that existing standards provide adequate 
guidance for accountants regarding their association with 
financial statements and their reporting obligation. To 
provide an exemption from that guidance creates an 
environment whereby accountants have reduced not only 
their reporting standards but their ethical standards. 
These standards are held up not only to ourselves, but to 
our clients and most importantly to the public. These 
standards acknowledge the CPA's acceptance of 
responsibility to the public and set us apart from other 
accountants.
We believe that to expect issuance of this statement to 
curtail clients from providing assembled financial 
statements to a third party is unrealistic. Many clients 
and third party users will only see an assembly 
engagement as another level of service, thus creating 
additional confusion, misunderstanding and opportunity 
for litigation. We therefore strongly encourage the ARSC 
to drop consideration of the proposed statement.
Sincerely,
Lewis, Hooper & Dick, LLC
Donald R. Linville, CPA 
Member-Owner
JEREMIAH CONNOR, PC
CERTIFIED PUBLIC ACCOUNTANTS
1395 PICCARD DRIVE. SUITE 340 ARSC FILE 9 5 0 8
ROCKVILLE. MARYLAND 20850
EXPOSURE DRAFT
PROPOSED STATEM ENT ON STANDARDS FOR A C CO UNTING  A N D  REVIEW  SERVICES
ASSEM BLY OF FINANCIAL STATEM ENTS FOR INTERNAL USE ONLY
September 6, 1995  
Comment Date: December 31 , 1995
Name and AffBiation: Jeremiah P. Connor, CPA -  Jeremiah Connor, PC_________________
Comments: Paragraph 1. There should be no exemptions from SSAR 1 ,  a s  am en d ed , 
it has taken years to reach the level of standards we have achieved and this 
would open the door for looser standards.
________Paragraph 3-5. The likelihood that clients will abuse the restriction
of "for internal use only" is great. Also, any abuse will be hard to police.
________ The loose standards for the assembly of financial statements for
internal use only is a bad idea. The lack of control due to lack of________
standardization would leave the public confused and the CPA in a precarious
situation. There are no guarantees that a client would not present the______
statements to third parties. Following SSAR 1 enables the client, the public,
and the CPA to have a reasonably clear understanding of each other's role in
the preparation of financial statements. Anything less will only result in 
chaos.
Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of
the exposure draft that is of concern to you. For convenience, the most significant points
have been identified in the summary that accompanies the exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
■5GEO. S. OLIVE &  CO.llc
C E R T I F I E D  P U B L I C  A C C O U N T A N T S
December 31,1995
Mr. Thomas P. Kelley 
AICPA
1211 Avenue of the Americas 
New York, NY 10036-8775
re: ARSC File 9508
Geo. S. Olive & Co. llc appreciates the opportunity to comment on the Exposure Draft, 
Assembly o f  Financial Statements for Internal Use Only. Geo. S. Olive & Co. llc (GSO) is a 
regional CPA firm based in Indianapolis, Indiana. We currently employ approximately 550 
people and the vast majority of our clients are nonpublic companies. GSO has historically not 
commented on exposure drafts issued by AICPA Committees. It is only the seriousness with 
which we view the provisions of the Exposure Draft that causes us to comment on its 
provisions.
GSO strongly recommends that the Accounting and Review Services Committee not issue 
the above document.
Financial statements achieve most of their usefulness through the consistent application of 
meaningful accounting measurements. Those measurements can be embodied in many 
comprehensive bases of accounting. We do not believe that association with financial 
statements that do not identify the comprehensive method of accounting employed in their 
preparation, and departures therefrom, is in the best interest of our profession. It appears to us 
that CPAs could be associated with financial statements that are deliberately misleading (e.g., 
accrue all income, but record expenses on the cash basis) and not have any special reporting 
requirement. Nor is there a reporting requirement to comment on the consistency with which 
accounting pnnciples have been applied in comparative financial statements.
We believe that users of financial statements should be alerted when such statements have 
been prepared by a CPA whose independence has been impaired.
The use of the legend in paragraph 5 is optional. We believe this is a “fatal flaw.” Should the 
Committee continue with this document, we suggest the use of the legend in paragraph 5, or 
its equivalent, be made mandatory.
Paragraph 2 defines “assembly of financial statements.” Included in that definition is “...and 
consulting on accounting matters.” Paragraph 4 requires a written understanding before an 
accountant provides an assembly service. Taken literally, this document would require a 
written understanding before an accountant could provide accounting guidance to a client. 
We do not believe this is the intention of the Committee.
700 CAPITAL CENTER SOUTH 201 NORTH ILLINOIS STREET. INDIANAPOLIS. INDIANA 46204-1904 (317) 383-4000 FAX: (317) 383-4200 
OFFICES LOCATED IN INDIANA AND ILLINOIS MEMBER OF MOORES ROWLAND INTERNATIONAL
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We understand the need for accountants to be able to deliver meaningful financial 
information at a competitive cost. We believe that much of the costs that are incurred in order 
to compile financial statements are driven by the peer review process. We would suggest that 
a reexamination o f those standards would be a much better solution than those proposed in 
this ED.
Thank you for considering our letter. Should you have any questions, please do not hesitate 
to contact Louis W. Matusiak at (317) 383-4131.
 
Geo. S. Olive & Co. llc
Allred Company, P.C.
2992 Main Street West 
Suite 110
Snellville, GA 30278 
(770)736-1703
Susan M. Allred, CPA
January 2, 1996
AICPA
Thomas P. Kelley
Group Vice President Professional
ARSC File 9508
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear Mr. Kelley,
Enclosed please find comments to the Proposed Statement on Standards for Accounting and Review 
Services, Assembly o f Financial Statements for Internal Use Only. Please include these comments 
for consideration by the committee to review the exposure draft.
Sincerely,
Susan M. Allred, CPA
enclosure
Exposure Draft
Proposed Statement on Standards for Accounting and Review Services 
Assembly o f  Financial Statements for Internal Use Only
September 6 ,  1995
Comment Date: December 3 1 ,  1995
Name and
Affiliation: Susan M . Allred, CPA; Allred Company, P.C.
Comments:
The Proposed Statement on Standards for Accounting and Review Services, Assembly o f Financial 
Statements for Internal Use Only is an important standard for small accounting firms that provide services 
to small non-public businesses. Business owners and managers need timely information in order to better 
manage their businesses on an ongoing basis. They rely on their accountants to provide this information in 
the form o f financial statements because they do not have the resources to maintain in-house accountants. 
The requirement o f SSARS 1, to report on compiled financial statements no matter what level o f service is 
needed, or what use will be made o f the financial statements is a burdensome one. This proposed 
exception to that requirement for internal use financial statements is a welcome relief to small businesses as 
well as small accounting firms that provide services to them.
With regard to paragraph 4 o f the proposed statement, the written understanding with the entity is 
extremely important. It is important that the accountant verbally discuss the nature and limitations o f the 
services to be performed as well as having the written understanding. A  verbal discussion will preclude the 
client simply signing the engagement letter without a clear understanding.
With regard to paragraph 5, the reference “Restricted to Internal Use Only See Engagement Letter Dated 
[Date].” should be required. I f  this reference is not included, it is much easier for a client to give the 
financial statements to a third party, whether deliberately ignoring the written agreement or by not 
understanding the agreement. A  requirement to include the reference makes the intended use o f the 
financial statements much more clear.
With regard to paragraph 6, i f  the accountant discovers that financial statements are in the hands o f third 
parties, the accountant should consider whether he should withdraw from future engagements with this 
client, depending on the reason the client released the financial statements (whether lack o f understanding 
or deliberately ignoring the written understanding.)
With regard to paragraph 7, this paragraph highlights the reason that small non-public entities use small 
accounting firms. This paragraph, especially (c) comments o f a business advisory nature, is more to the 
point o f the services needed by small businesses.
There is another issue that is not addressed in the proposed statement. Often, the interim financial 
statements are needed for internal use only, but the year end financial statements are needed by the entity 
for various third party purposes, including obtaining credit. Obviously, the additional work needed for a 
compilation must be performed. Does providing a compiled set o f financial statements at year end 
preclude providing internal use only statements on an interim basis? I would hope the answer is no; it is 
important that the accountant be able to provide services in this way. I f  not, there w ill effectively be no 
point in using this proposed statement. There needs to be clarification regarding providing the lower level 
o f service on an interim basis and a higher level o f service for year end financial statements.
Coopers
&Lybrand
Coopers & Lybrand L.L.P. 1251 Ave of the Americas  
N ew  York, N Y  1002 0 -11 5 7
a professional services firm
telephone (2 12 )5 3 6 -2 0 0 0
facsimile (2 1 2 )5 3 6 -3 5 0 0  
(2 1 2 )5 3 6 -3 0 3 5
December 29, 1995
Mr. Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, NY 10036-8775
Dear Mr. Kelley:
We are pleased to have the opportunity to submit our comments on the Proposed Statement on 
Standards for Accounting and Review Services, Assembly of Financial Statements for Internal 
Use Only.
At the outset, we should establish that we are not in favor of the proposed service offering. We 
have several concerns with it, which are elaborated on below. We strongly urge the AICPA 
Accounting and Review Services Committee to reconsider their support for this exemption from 
existing standards.
We have the following major objections to the proposal to exempt the assembly service from the 
requirements o f the SSARS:
■ We believe users may be given misleading information.
■ We believe practitioners cannot practically control the use of the report.
■ We believe practitioners will be exposed to litigation risks, regardless of the engagement 
arrangements.
■ We believe the practice will erode the professionalism of the CPA community.
■ We believe the service will erode the concept of generally accepted accounting principles. 
Users May Be Given Misleading Information
We have no issue with the premise that entities should look to their outside accountants for 
assistance in preparing financial statements for a number of varied purposes, including 
management information for the purpose of running the business of the entity. However, we 
believe that the information supplied to management should be credible and usable.
One of the provisions of the SSARS, in regard to compilation services, is that the practitioner 
needs to provide notice (1) when substantially all disclosures are omitted, or (2) when there are 
departures from generally accepted accounting principles (GAAP). While these provisions 
acknowledge implicitly that management does not always need financial information in full 
conformity with GAAP, they serve to alert the reader to these differences. This information is 
Coopers & Lybrand L.L.P., a registered limited liability partnership, is a member firm of Coopers & Lybrand (International).
important to users, including management when it uses the information to make operating and 
financial decisions. Management's understanding of how those decisions will be reflected in 
financial statements prepared in accordance with GAAP may influence the decisions that are 
made. Without such an understanding, management may be surprised when GAAP-based 
financial statements ultimately are prepared for third party use.
Practitioners Cannot Practically Control the Use of the Report
One of the conditions of the proposed assembly service is that there be a clear understanding with 
the client, in writing, that the financial statements will be for internal use only. We have serious 
concerns whether clients will abide with these restrictions, especially when asked directly by 
significant third parties such as bank lenders for their internal financial statements, and whether 
practitioners will seriously try to hold their clients to these requirements. In fact, if the accountant 
becomes aware of such third party possession (and some practitioners may be tempted to "look 
the other way" and choose "not to know"), the only obligation is to advise the client and consider 
notifying the third party.
We find it interesting that a written engagement letter is required for this service when there are 
very few other services that require such a written communication, including audits and reviews, 
where arguably there are greater risks associated with these other services. This requirement for a 
written engagement letter appears to be an implicit acknowledgment of the risk associated with 
this service.
Practitioners Will Be Exposed to Litigation Risks
The concept o f "association" has a long history in our profession. The essential premise is that a 
practitioner cannot eliminate association with his or her work product, and the best way to protect 
the practitioner from users having unrealistic expectations is for the practitioner to communicate 
his or her level o f responsibility directly. This communication is missing from the proposed 
assembly service.
The proposed legend on the financial statements that would provide some warning to other users 
is only optional. (At a minimum, if the service is empowered, this warning should be mandatory. 
Even so, it is not as effective as a direct communication from the practitioner.)
Even with clear communications, there is a litigation risk to the practitioner. A case recently cited 
in the Journal o f Accountancy (December 1995), Congregation o f  the Passion, Holy Cross 
Province v. Touche Ross & Co., indicates that not even a well drawn engagement letter, in this 
case relating to what appears to be a compilation service, can protect the practitioner from a claim 
that the services should have exceeded the agreement. The lower the level of the service, the 
more likelihood that a difference between the perceptions of the parties may exist.
We can easily picture a situation in which the client supplies financial statements intended for 
internal use only to a lender with the statement that, "These were prepared by my accountant."
We believe, in that situation, regardless of the arrangement between the accountant and the client, 
the third party would infer a level of credibility that may not be justified. Without a covering 
report from the accountant, the accountant is left unprotected.
Coopers & Lybrand L.L.P., a registered limited liability partnership, is a member firm of Coopers & Lybrand (International).
The Practice Will Erode CPA Professionalism
We recognize that the assembly service being proposed may meet a business need, even if it is 
flawed as discussed in our first comment above. However, we do not believe that a licensed 
professional, the Certified Public Accountant, should provide every business service that is 
available. There is a responsibility that accompanies being in a Profession. The CPA community 
has fought very hard, in a number of jurisdictions, to restrict non-CPAs from providing certain 
services. The basic premise of these arguments is that there are services that are appropriate for 
professionals, with the appropriate training and experience, to perform and that there are other 
services, such as bookkeeping, that do not require such experience and training. Specifically 
developing standards for some of these other services blurs that distinction.
The price to pay for retaining the professionalism of an assembly-type service, i.e., a compilation 
of financial statements, is that the accountant must apply some basic procedures, which we do not 
believe are burdensome, to bring to bear the knowledge that a CPA is expected to have. In 
particular, the accountant must:
• Have a sufficient level of knowledge of the accounting principles of the industry (AR 100.10).
• Have a general understanding of the nature of the entity's business transactions, the form of its 
business records, the stated qualifications of its accounting personnel, the accounting basis on 
which the financial statements are to be presented, and the form and content of the financial 
statements (AR 100.11).
• Read the financial statements and consider whether they appear to be appropriate in form and 
free from obvious material error (AR 100.13).
The Service Will Erode Generally Accepted Accounting Principles
We are aware that there are some within the profession who believe that the measurement and 
disclosure requirements of GAAP are excessive for certain smaller entities. We are also aware 
that there are a number of activities under way to address this issue.
We are concerned that the proposed assembly service is an attempt to make an end run around 
this issue, by permitting, or even encouraging, the preparation of financial statements that are not 
in conformity with GAAP without any reference to GAAP as the basic standard against which 
financial statements should be assessed
* * * * * *
As noted above, we strongly urge the Committee to reconsider this proposal. If you wish to 
discuss our comments with us, please call James S. Gerson at 212-536-2243.
Very truly yours,
Coopers & Lybrand L.L.P., a registered limited liability partnership, is a member firm of Coopers & Lybrand (International).
NEWBERRY 
CATHEY & CO
Ce r t i f i e d  Pu b lic  A C C O U N T A N T S
November 2 0 ,  1995
American Institute of Certified Public Accountants
1121 Avenue o f the Americas
New York, N Y 10036-8775
Gentlemen:
This is a letter o f my comments on the Exposure Draft o f the Accounting & Review Services 
Committee about Assembly of Financial Statements.
I oppose allowing assembly.
The exposure draft does not require assembly. However, if issued, all CPA’s providing 
bookkeeping services will have to provide assembly because of competition.
Anyone can issue financial statements. CPA's should adhere to a higher standard to set us apart. 
The CPA certificate should mean something to our clients.
Assembly would not be covered by Peer Review. Therefore, there will be a significant number 
of CPA's issuing statements that don't comply with any standards.
We know clients will think nothing of giving the assembled statements to banks and others 
anytime they want to. This would require CPA to take some action and would lead to 
disagreement and problems with clients.
Our current standards are not causing us any problems with clients and I see no reason to change.
Yours truly,
Irvin T. Newberry
Sperduto
Spector
37 WEST 65th STREET, NEW YORK, NY 10023 TEL (212) 724-3131 FAX (212) 787-8438
&
Company
CERTIFIED PUBLIC 
ACCOUNTANTS 
P.C.
December 26, 1995
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, New York 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use 
Only" as described in the AICPA Exposure Draft, dated September 
6, 1995, for the following reasons:
1) Assembly type financial statements are needless because 
there currently are AICPA provisions for compilation 
reports without GAAP disclosures which are widely used.
2) It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit 
grantors and others.
3) The recommended content of the illustrative Engagement 
Letter in the Exposure Draft, and the reference to 
inclusion of the Engagement Letters on each page of 
the Assembly Financial Statements is unusual and 
unprofessional.
4) The Assembly Financial Statements may have material 
departures from the basis of accounting used of which 
the accountant may be aware.
In summary, Assembly Financial Statements diminish the 
standards and principles of which the AICPA should be proud.
 Very truly yours,
 
Robert T. Cassa
Address  
City, State, Zip
E d w a r d  E .  G r a y , C P A
7 6 0 8  K IL M IC H A E L  L A N E  
D a l l a s , T e x a s  7 5 2 4 8 - 2 3 4 1  
P H O N E /F a x : ( 2 1 4 )  3 9 2 - 0 6 3 7
E-MAIL: 7 3 4 2 2 ,3 2 2 1@COMPUSERVE.COM
December 2 1 ,  1995
Accounting and Review Services Committee
American Institute o f CPAs
1211 Avenue o f the Americas
New York, New York 10036-8775
Re: ARSC File 9508 — Exposure Draft, “Assembly o f Financial Statements for
Internal Use Only”
Ladies and Gentlemen:
I appreciate this opportunity to comment on the Exposure Draft (“ED”) o f a proposed SSARS 
entitled “Assembly of Financial Statements for Internal Use Only”, issued by ARSC on September 
6, 1995.
I am strongly opposed to the adoption of the Exposure Draft for these reasons:
•  Any financial statements issued by a CPA to his or her client have a very strong 
likelihood of being forwarded on to other users, regardless o f the existence o f an 
engagement letter to the contrary. This presumption cannot be “defined away” by an 
engagement letter as suggested by ¶3 of the ED.
• Users o f financial statements should be made aware o f any known departures (lack of 
a tax provision, depreciation, inventory adjustments, bonus/profit-sharing accruals, 
etc.) in order not to be mislead We cannot depend on the signer o f an engagement 
letter “remembering” what the limitations are or o f any other internal (let alone 
external) users being aware of or privy to the engagement letter limitations.
•  A CPA will unquestionably be “associated” with such financial statements, even if the 
CPA does not report on the statements. When a client drops off a copy o f the 
statements at a bank, still inside the CPA's envelope in which the client received the 
statements, or faxes a copy to a vendor, we can be sure they will answer “my CPA”
(or “auditor”) to the question of “Who prepared these statements?”.
•  The proposed engagement letter restrictions on use and indemnification will not 
protect the CPA from “association” with such statements, and thus may increase the 
liability exposure. In fact, the provisions in the ED for responding to violations o f the 
internal-use only arrangement (¶6) begs the question that they will find their way 
outside the client organization. The indemnifcation provision in the sample 
engagement letter is probably a good piece of evidence for a plaintiff attorney!
•  The existence of another level of “service” for financial statements from CPAs, 
containing unknown compliance with accounting standards, will certainly add 
confusion to the public’s perception o f just what CPAs do.
Member: American Institute of CPas, private Companies Practice Section — Texas Society of CPAs
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Flaws in ARSC Rationale fo r Issuance
In the transmittal letter accompanying the ED, ARSC concluded that “...the requirements o f  
SSARS-1, as amended, make it difficult fo r  CPAs to provide their nonpublic clients with these 
needed services in a timely, cost-effective manner. ” To the contrary, the services referenced in 
paragraph two o f the ARSC letter can, under existing standards, be performed very easily. Some 
do not even fall under present SSARS requirements.
•  If a CPA performs “controllership” on an “outsourced” basis, the CPA may be 
functioning as a member of management and thus should not “issue” financial 
statements in the capacity of an outside independent CPA. Any association with such 
statements should be clearly in the CPA’s capacity as part of management in the same 
manner as a full-time controller who is a CPA;
• Outsourcing of data processing to a CPA firm clearly “associates” the CPA with any 
resulting financial statements. The effort required for the CPA to “read” the financial 
statements and include a SSARS compilation report thereon is minuscule;
•  “Assistance in adjusting the books of account” and “analyzing their accounting data” is 
not covered by SSARS and thus does not need the ED’s exemption;
The second paragraph o f the ARSC transmittal letter contains several equally invalid conclusions:
•  The “performance of a compilation” is not any more involved than the “assembly” 
contemplated by the ED. The issuance of a report that contains a separate paragraph 
describing departures from GAAP or OCBOA certainly does not involve much effort 
—  once the CPA (and the client) understand and agree on what information is to be 
omitted. Indeed, all possible users should be made aware of any financial statement 
deficiencies.
•  The conclusion that a compilation report can “add unnecessary costs when the CPA 
has to adhere to quality control procedures..." is an indictment o f the practice 
monitoring programs our profession has fought hard to implement. Only when a firm 
performs no compilation (or review or audit) engagements is it exempt from Peer 
Review. All o f the commentary and arguments I have heard and read indicate that 
proponents o f the ED feel it would be appropriate for only some o f their clients—thus 
no “relief" from Peer Review. It is also inappropriate for ARSC to conclude that such 
“assembled” financial statements would fall outside peer review; I believe that decision 
should be made by the AICPA Peer Review Board.
•  The standard AICPA conclusion recommending “...consultation w ith ... attorney..." as 
found in ¶6 of the ED should have been addressed by ARSC in its letter describing 
how the proposed assembly will be more cost-effective!
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•  To argue “that the logistics of providing a [compilation] report on firm letterhead 
while working at the client’s location can delay the process” is ludicrous. There is 
nothing in our professional literature that precludes the completion o f a compilation 
report consisting of preprinted text with appropriate dates and time periods filled in 
manually. Further, this argument regarding logistics is contradicted by the ED itself in 
¶7 by providing for a transmittal letter that would have the same, or greater, logistical 
problems than a standard compilation report.
The fourth paragraph o f the ARSC letter deals with antiquated concepts o f “who pushes the 
button?”. If the suggested contrived process were to be followed—in an apparent attempt by a 
CPA to avoid reporting on the resulting financial statements—it would be far more expensive than 
a compilation itself. I doubt whether such is prevalent in current practice.
The fifth paragraph o f the ARSC letter alludes to a parallel exemption from the attestation 
standards dealing with exemptions for prospective financial information, referenced as AT §200. 
The parallel being drawn, however, does not accurately describe the exemption from reporting 
that applies to prospective financial statements:
•  There is a very basic difference in the uses and expectations o f historical financial 
statements covered by SSARS and prospective financial statements. Due to the very 
nature o f prospective financial statements (whether forecasted or projected), there is 
much less confidence attributed to such statements (by either insiders or outside 
users).
•  SOP 90-1 allows an accountant to “perform a compilation, examination, or application 
of agreed-upon procedures in accordance with AICPA standards...” [¶ .01] without 
reporting on such services when restricted to internal use. Note that this does not 
exempt such services from complying with professional standards, as the ED would do 
for assembled historical financial statements.
•  Footnote 1 to SOP 90-1 ¶ .01 gives guidance “in deciding whether a potential use is 
internal use," and illustrates that any use by a party even as closely affiliated as an 
absentee owner is not internal use. The principal requisite is that the “responsible 
party” and the “user” are the same or have substantially similar interests. This is 
certainly not the situation for which the ED attempts to implement a “presumption” of 
internal use only. (See later discussion.)
•  SOP 90-1 further addresses reporting on assembled forecasts and projections [¶.05] 
covering situations where the accountant “decides to issue a report.” To introduce 
another form of professional service called “assembled” [for historical financial 
statements] for which there is no reporting would only confuse the users o f such 
financial statements.
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The Summary accompanying the ARSC letter and ED uses an example o f a “soft close” used by 
large public companies as also needed for smaller companies served by outside CPAs.
•  The “soft close” o f large public companies is generally conducted by experienced 
accountants (often CPAs), and is generally compared against a budget or other criteria 
so that the partially adjusted financial information has relevance;
•  The “soft close” information is not disseminated outside the entity, and the resulting 
financial information is certainly not associated with an outside CPA.
The Summary is further misleading in alluding that “...SSARS 1, combined with CPA firm  quality 
control procedures designed fo r compilation reports that may be used by third parties, adds cost 
and delay to the process....” and again begs the “who pushes ‘enter’?” issue:
•  All firms must have a system of Quality Control appropriate to their size and nature of 
their practice. It is difficult to see how the “assembly” of financial statements 
contemplated by the ED would result in any reduction in quality control procedures— 
unless a firm were willing to accept a “garbage in - garbage out” philosophy in issuing 
such statements. This is certainly not what our profession should be condoning.
•  The cost of including a compilation report that addresses known GAAP/OCBOA 
departures is minuscule, and certainly should not add any appreciable delay to the 
process (if properly planned).
•  If there are “wide variances in practice” (which I personally do not believe are as 
prevalent as has been suggested), then the existing compilation standards should be 
clarified and revised. An exemption from such standards will only exacerbate such 
variances.
In conclusion, I do not feel that there is any credible rationale for providing an exemption from 
the present SSARS standards. Given the weakness of the ARSC arguments for such necessity, 
one must question the real reasons behind the ED.
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Specific Flaws in the Exposure D raft
Notwithstanding my strong feelings that the ED is ill-conceived and should not be adopted in any 
form, I offer the following comments should the Committee conclude otherwise.
¶1 — In providing an exemption from SSARS 1, the ED overreaches the reporting issue that 
seems to be the driving force to the ED. If issued, exemption should only be for 
reporting; all other standards pertaining to SSARS (understanding o f the industry and 
client, due professional care, not misleading, reading o f the financial statements, etc.) 
should still be required (and subject to Peer Review).
Consideration should be given to permitting such exemption only from interim period, not 
year-end, financial statements.
¶2 — The definition o f “assembly of financial statements” should specify “restricted to” instead 
o f “intended for”.
¶3 — The ED acknowledges that a SSARS report must be provided whenever the financial 
statements “...are, or reasonably might be, expected to be used by another (third) 
party...". This is a foregone conclusion by anyone that practices in this area! The attempt 
for the ED to define away this obvious presumption is a fatal flaw to the entire ED.
CPAs should not avoid “association” with financial statements with which they have been 
involved.
¶4 —  The engagement letter requirement needs to be clearer as to exactly what limitations
should be included. Are all known GAAP/OCBOA departures to be enumerated? If so, 
how often should the engagement letter be reviewed and revised? This seems to make the 
engagement letter an integral link between the financial statements and related accounting 
standards, and thus should be subject to Peer Review, and would obviously require 
constant revision.
¶5 — The inclusion o f a legend “RESTRICTED TO INTERNAL USE ONLY —  MAY 
CONTAIN DEPARTURES FROM CERTAIN ACCOUNTING STANDARDS” (or 
similar warning) should be required on each page of such financial statements. Even with 
a signed engagement letter, the likelihood of a client “forgetting” the limitations to internal 
use, or o f someone else within the organization not being privy to the engagement letter— 
and thus releasing the information to outsiders—is overwhelming.
¶6 — The ED recognizes that violations of the “internal use only” agreement with a client will 
be violated. “I f  the accountant becomes aware..." should be changed to “When...".
The suggestion that the accountant “...should consider notifying the third parties..." 
seems to introduce significant legal exposure and ethical confidentiality questions that are 
not adequately addressed.
This paragraph also needs to be expanded to give the accountant guidance as to whether 
to continue his/her association with a client that has willfully violated the contractual 
agreement (engagement letter) required by the ED.
Basis for My Comments
I  have over 25-years’ extensive public practice experience (from “ Big-8, through large local firms, 
to sole practitioner) in providing audit, review, and compilation services to many small business 
clients. In addition, I  have conducted numerous on- and off-site peer reviews, serve on my state 
society’s Peer Review Committee, and have served as discussion leader for numerous accounting- 
related CPE seminars throughout the country over the past four years. M y comments above are 
based on my personal experiences, review o f other firms’ practices, and discussions o f the ED 
with numerous CPAs at seminars I have lead over the past three months:
•  There is not a widespread need for such “ plain paper”  financial statements. Most 
CPAs indicated that “ they wouldn’t use it” ; in a few cases the CPA felt it might be 
useful for “ a few”  o f their clients (but they would still be providing compilations for 
others).
•  One seminar attendee identified themself as a participant in one o f the AICPA “ focus 
groups” . This person commented that the focus group session quickly evolved into a 
“ sales job”  after it was clear that the group as a whole was not in favor of, and saw no 
need for, such a “ service” .
•  Virtually all practicing CPAs with whom I have discussed the ED believe that such 
statements would not be confined to internal use. Obvious difficulties w ill arise when 
“ the banker calls with questions about your client’ s financial statements.”  (Do you 
deny any association? Do you tell the banker your client has violated your contractual 
agreement?)
•  There is a concern that, i f  adopted, the ED w ill provide an avenue for CPAs wishing to 
provide “ Cut-Rate Financial Statements”  (as headlined in the Wall Street Journal on 
August 18th). This w ill undermine the image o f quality that our profession has 
worked to attain.
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Conclusion
I strongly urge the Committee to decide against the adoption o f the proposed SSARS Assembly 
o f  Financial Statements fo r  Internal Use Only.
Very Truly yours,
Edward E. Gray, CPA
FONTANA & WEINSTEIN
Certified Public Accountants
Jerrold  J. W einstein, C P A , L T D  
Donald J. Fontana, C P A , PC
D avid  R . W einstein, C P A
M em bers o f  the Am erican Institute 
o f  CPA's and Illinois C P A  Society
December 13, 1995
AICPA
ARSC File 9508
1211 Avenue of the Americas
New York, N.Y. 00036-8775
RE: Proposed SSARS
Assembly of Financial Statements
for Internal Use Only
Dear Sir or Madam:
I am in favor of the adoption of proposed SSARS - Assembly 
of Financial Statements for Internal Use Only. I recommend 
The Board adopt the statement as quickly as possible.
FONTANA & WEINSTEIN CPA'S
4213 Grove Avenue •  Gurnee, Illinois 60031 
(708) 662-3420 •  (708) 623-1099 •  Fax (708) 662-3440
FONTANA & WEINSTEIN
Certified Public Accountants
Jenold J. W einstein, C P A , L T D  
D onald J. Fontana, C P A , PC  
D avid  R. W einstein, C P A
M em bers o f  the Am erican Institute 
o f  CPA's and Illin o is  C P A  Society
December 18, 1995
AICPA
ARSC file 9508
1211 Avenue of the Americas 
New York, NY 10036-8775
RE: Assembly of Financial 
Statements for 
Internal Use Only
Dear Sir or Madam:
I am in favor of the adoption of proposed SSARS - Assembly 
of Financial Statements for Internal Use Only. I recommend the 
Board adopt the statement as quickly as possible.
Sincerely,
FONTANA & WEINSTEIN
Donald J. Fontana, CPA
4213 Grove Avenue •  Gurnee, Illinois 60031 
(708) 662-3420 •  (708) 623-1099 •  Fax (708) 662-3440
Roberta E. N i s wonger
For appointment 
Call 539-6000
Certified Public Accountant 
"Enrolled to practice before the Internal Revenue Service"
1351 Pleasant Valley Road 
Niles, Ohio 44446
December 27, 1995
Thomas P. Kelly, Group Vice President
Professional, ASRC File 9508
AICPA
1211 Avenue o f  the Americas
New York, NY 10036-8775
Dear Mr. Kelly:
On behalf o f  the  thousands o f  very small self-employed business people,
I want to  urge you and your committee to make some provision to  allow “plain paper” 
or “com puter-generated” financial statements.
Il is ridiculous, in my opinion, to expect such a business person to  conform with 
accounting standards that are really meant for big business. We, as professional accountants, 
cannot lay an extra burden on them  for the  cost o f  financial statements that are prepared under 
rules and regulations that far exceed any capability to meet their needs.
The person m aking ju st $10,000 a year, perhaps as a side-line, cannot be expected to  pay 
for expensive accounting services; likewise, a professional who only m akes about $35,000.00 a 
year cannot afford to  pay an extra $ 1,000.00 o r more in accounting services. A s a result, we 
cannot give them  any financial statement service at all under the present rules. Since about 1/3 o f 
the nation 's 21 million businesses arc small businesses, it seems logical to  m e that some provision 
should be m ade to  help them. (National Federation o f  Independent Business statistic)
Perhaps, if  their income is below a certain level, or if  their total assets and liabilities are 
under a certain level they could be exempt from strict accounting rules.
It does not seem fair to  me that I cannot service my clients, while som eone who is not 
registered or regulated as an accountant can w rite  any type o f  report they please.
Thanks for your consideration in this matter.
Sincerely yours,
 
Roberta E. Niswonger 
Certified Public Accountant
E X P O S U R E  D R A F T
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Comment Date: December 31, 1995
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Stephen E. S p a th e lf
SPATHELF & ASSOCIATES. LTD. 
Certified Public Accountant
One Naperville Plaza 
Naperville, Illinois 60563 
(708) 369-6055
DIEL & FORGUSON, P.C.
Certified Public Accountants and Consultants
227 West First Street • O'Fallon, IL 62269 
618.632.7574 
Telefax 618.632.7643
January 2, 1996
American Institute o f Certified Public Accountants
Thomas P. Kelley, Group Vice President - Professional
ARSC File 9508
1211 Avenue o f the Americas
New York, N Y  10036-8775
Re: Proposed Statements on Standards for
Accounting and Review Services
Dear M r. Kelley:
A fter reading the Exposure Draft, it appears to me that the Society is stripping 
away all quality and credibility from financial statements. I do not feel that there 
are “ unnecessary costs when the CPA has to adhere to quality control 
procedures” . Quality control procedures are an integral part o f what a CPA does 
and to believe that we can generate even “ internal use on ly” financial statements, 
which have no quality or credibility, does a disservice to the client. We have 
spent a lifetime putting standards into financial statements that this Exposure 
D ra ft totally strip out o f financial statements what we take fo r granted in 
understanding o f financial statements, the unsophisticated client does not.
I, therefore, believe that attempting to allow “ assembly o f financial statements for 
internal use only”  is a total disservice to the public at whole and a step backwards 
in the wrong direction for the profession.
I f  you have any questions or need further information, please feel free to contact 
me.
Very truly yours,
Kenneth R. Diel 
Certified Public Accountant
KELLEY\EXPOSURE\FS
GAILE M. PARENT 
Retired
ROBERT W. DOTT 
R etired
PARENT DOTT
&  COMPANY LTD.Certified Public Accountants
JOHN A. HAIDER 
President
STANLEY P. SCHIERECK 
V ice  President-Taxation
DOUGLAS S. MATHISON 
V ice  President- 
A ud it/A cco u n tin g
KENNETH L  O'CONNELL 
Supervisor
LARRY E. WINTER 
Supervisor
DANIEL C. BARTELT 
Supervisor
DEBRA L  TOWNE 
Secretary/R eceptionist/ 
C o m p u te r O pe ra to r
CAROL L  WETZEL 
D a ta  Processing
January 2, 1996
AICPA
Mr. Thomas P. Kelley
Group Vice President - Professional
ARSC File 9508
1211 Avenue of the Americas
New York, NY 10036-8775
RE: Proposed Statement on Standards for Accounting and Review Services. 
Assembly of Financial Statements for Internal Use Only.
Dear Mr. Kelley:
I would like to express my opposition to the proposed change. I believe the 
current standards provide for a relatively simple, yet extremely flexible 
system of reporting the level of service performed by a CPA on a wide 
variety of financial statements with different methods of accounting. To 
encourage the preparation of plain paper financial statements by CPAs 
without appropriate reporting is a giant step backward for our profession.
Prior to the current accounting and review standards, we had situations 
where third parties were relying on financial statements that were 
"unaudited, limited to internal use only". It was not uncommon for a local 
bank to accept these types of financial statements when making a loan to a 
client. The bank usually knew that the client used us as their CPA and that 
we were involved with the client in doing year end accounting. Because the 
bank had confidence in our firm they accepted the financial statements even 
though they were plainly warned they should not be relying on them.
We have been trying to educate bankers and other users of financial 
statements about compilation and reviews since these standards were 
issued. They know there are minimum standards for each and that there are 
certain risks associated with each. I believe they are just beginning to 
understand well enough to make an informed decision as to which level of 
service should be provided. Promoting plain paper engagements will only 
confuse them. I can assure you that plain paper engagements will quickly 
end up in bank loan files even though they plainly state they are only for 
internal use. In addition, the banker will know who the accounting firm is
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and w ill place som e confidence in the  financia l s ta tem en ts  because o f th a t 
know ledge. I do n o t w a n t to  be placed in th a t pos ition  again. If a c lien t 
chooses to  no t ad just inventory  or accounts payable, w ith  ve ry  litt le  e ffo rt, I 
cu rren tly  have the  ab ility  to  provide a report th a t d iscloses the  ex ten t o f m y 
services and the  variances from  GAAP. Tha t makes m e feel m uch more 
com fo rtab le  than  a plain paper financia l s ta tem en t.
Changing to  plain paper engagements on ly  brings th e  profession dow n  to  the  
level o f th e  bookkeeping firm s rather than  provid ing a m eaningfu l a lterna tive  
fo r qua lity  CPA firm s . The proposed s ta tem en t should n o t adopted.
Sincerely,
PARENT, DOTT &  COMPANY, LTD.
Douglas S. M ath ison , CPA
Beucler, Kelly & Irwin, Ltd. 
C e r t if ie d  P ublic  A c co u n ta n ts
December 29, 1995
AICPA
Thomas P. Kelley
ARSC File 9508
1211 Avenue of the Americas 
New York, New York 10036-8775
Dear ARSC:
Members of our firm have discussed the Proposed Statement on 
Standards for Accounting and Review Services Assembly of Financial 
Statements for Internal Use Only. Our firm consists of 10 
professionals and three support staff.
We are generally in favor of the proposed statement. We 
currently have no difficulty in complying with SSARS standards when 
performing traditional "write up” services in our office. Our 
quality control policies and procedures are designed to enable us 
to produce non-disclosure monthly and quarterly compilations 
efficiently. However, many of our clients who formerly would have 
turned to us for write up services have now purchased their own 
computer equipment and are using simple software such as Quickbooks 
to record their transactions. Our staff is called upon to help with 
setting up charts of accounts, journal entries and computer 
glitches. The gray area begins when we are asked to help with the 
format and preparation of financial statements and other reports at 
the client's office. We believe that the existing standards need to 
be updated to reflect the technology that exists now and will 
exist in the near future. The proposed statement, if adopted, 
would provide us with another tool for servicing our clients and 
would eliminate the ambiguity that exists in the current standards. 
We would no longer have to worry about who "pushes the button” to 
print the financial statements.
We believe that a clear written understanding with the client 
is necessary before beginning any level of work. The engagement 
letter outlined in the proposed standard should be required. This 
will eliminate any misunderstandings as to what the CPA is engaged 
to do and what the client's responsibilities are.
Some would argue that the proposed standard would lower the 
image of the profession. We need to look to the future, envision 
what the client will need and design standards that will enable us 
to meet those needs if we as a profession are to survive. As to the 
concerns that the financial statements will be incorrect or 
misleading because not all adjustments will be made, we can issue 
such financial statements already under SSARS as long as we 
disclose the GAAP or OCBOA departures in the accountant's report.
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Some worry that despite our best efforts these internal use 
only statements will reach third parties. The old adage "know your 
client" still holds true. If the CPA does not trust that the client 
will use the financial statements for internal use only, then he or 
she should not perform an assembly service. Some firms will choose 
not to perform this level of service at all. However, we should not 
limit the tools needed by the majority of CPAs out of fear that 
some CPAs and their clients might abuse the rules.
The standard does not define who is a "third party." Is a 
shareholder who is not involved in day to day operations a third 
party? Is the partner who is involved only in sales and leaves the 
bookkeeping and other administrative duties to his partner a third 
party? In some of our litigation support work we have seen lawsuits 
involving non-disclosure compilations where one shareholder accused 
another shareholder and the CPA of hiding information. The sample 
engagement letter states "distribution will be limited to those 
internal persons with similar knowledge." Perhaps the standard 
should contain similar language.
If this standard is passed, the AICPA MUST mount a public 
relations campaign informing bankers of the new standard and the 
need to insist upon at least a compilation report if they need CPA 
association with a financial statement. They should be educated not 
to take the customer's word that "my CPA prepared it".
Some have raised the concern that CPA firms performing only 
assembly services would not be subject to peer review. We believe 
this is a valid concern and that this issue should be addressed by 
the peer review board.
Some believe that assembly service should be limited to interim 
periods only and that year end financial statements should be 
compiled at a minimum. We believe this is a reasonable compromise.
Another compromise might be to distinguish between financial 
statements prepared in the CPA's office (the traditional write up) 
and those where the CPA assists the client at the client's office 
using the client's computer or has information from the client's 
system transmitted via modem so he or she can assist the client. 
Most firms already have quality control systems set up to compile 
financial statements when work is done on the CPA's computer. There 
is usually no problem attaching a compilation report in this 
situation. The assembly service is well suited for work at the 
client's office when the client does not need financial statements 
for third party use.
We will be pleased to discuss these comments further.
Beucler, Kelly & Irwin, Ltd.
by Judith H. O'Dell, CPA, Managing Shareholder
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the exposure draft that is of concern to you. For convenience, the most significant points
have been identified in the summary that accompanies the exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
Return responses to:
AICPA
Thomas P. Kelley
  Group Vice President — Professional 
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1211 Avenue of the Americas 
New York, NY 10036-8775
  Jeffrey D. Ring & Company
  CERTIFIED PUBLIC ACCOUNTANTS 
10500 Little Patuxent Parkway ARSC FILE 950 8
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Instructions for Response Form
This form may be used for comments or suggestions relating to any aspect of
the exposure draft that is of concern to you. For convenience, the most significant points
have been identified in the summary that accompanies the exposure draft.
Return this response form to the address indicated on the reverse side by the comment date.
Hobe & Lucas
CERTIFIED PUBLIC ACCOUNTANTS ____________________________________________________
Crown Centre, Suite 430 
5005 Rockside Road
Independence, Ohio 44131 
(216) 524-8900 
FAX 524-8777
December 29, 1995
AICPA
Thomas P. Kelly
Group Vice President Professional 
ARSC File 9508 
1211 Avenue o f the Americas 
New York, NY 10036-8775
Re: Proposed SSARS - Assembly o f Financial Statements for Internal Use Only
This letter is to express my opposition to the proposed SSARS. I have been in public practice for 
approximately eleven years and I am the firms quality control and financial reporting manager.
Throughout the AICPA’s code o f conduct there are references to the CPA’s responsibility to the 
public. The adoption o f this proposed statement would be a step in the opposite direction from our 
responsibility to the public. The proposed standard as it is currently written does not have any 
requirement to inform potential third party users that the statements are for internal use only and are 
not to be relied upon. It is understood that an engagement letter w ill be required to have a written 
understanding o f the nature and limitations o f the service provided. However, especially in this 
litigious society, the exposure for third party reliance would be significantly increased i f  the exposure 
draft is adopted.
Ironically, the original Accounting and Review Service Committee’s mandate, and the resultant 
issuance o f SSARS No. 1, was prompted by litigation which resulted in an accountant being held liable 
for work which had not been performed and which, under the then existing standards, the accountant 
had no duty to perform.
What does the proposed exemption from SSARS No. 1 accomplish? The proposed statement 
specifically requires an engagement letter, which is not a requirement under existing standards. Under 
the proposed exemption it appears we would be permitted to provide services for a client when we 
have no knowledge o f the unique accounting principles and practices applicable to the client’s industry. 
Doesn’ t it make sense that in assisting in preparing, or assembling, the financial statements, that we 
should have an understanding o f the nature o f the client’ s business transactions, the accounting records 
used by the client in recording transactions and the form, content and accounting basis used in 
presenting financial statements? What is so difficu lt about "Reading" the financial statements to 
determine i f  they are appropriate and free from obvious errors and, i f  not, to alert the client to such
matters in our report? Wouldn’t it make sense to have the understanding of the business and 
application of existing accounting principles to provide competent advice to clients?
I know what the proposed exemption would accomplish! It would allow practitioners to avoid 
having to learn about and apply the difficult provisions of such issues as accounting for income taxes, 
leases and deferred compensation arrangements when assisting in the preparation of financial statements 
for "internal use only.” It would permit the issuance of financial statements which are obviously 
misleading, even to the client. It would severely hamper the efforts o f state boards of accountancy 
from regulating the practice of public accounting in states such as Ohio where, by law, the definition 
of the attest function includes compilation as well as audits and reviews. It would legitimize the 
actions of practitioners who have no sense of responsibility in the public interest, and those who are 
not, or choose not to be, bound by our code of professional conduct.
I believe this exposure draft would permit a certified public accountant to avoid responsibility for 
their work product, which is not they way we are or want to be perceived by the public. The proposed 
statement should not be adopted.
Respectively,
James P. Gero, CPA 
Hobe & Lucas, CPA’s
  Atkinson & Co. Ltd.  Certified Public Accountants ■ Consultants
December 2 9 , 1995
Mr. Thomas P. Kelley
ARSC File 9508
American Institute of Certified Public Accountants 
1211 Avenue of the Americas 
New York, New York 10036-8775
Re: Exposure Draft “Assembly of Financial Statements” dated September 6 ,  1995
Dear Mr. Kelley:
I respectfully request that you withdraw the above exposure draft. Within the 
practice of public accounting the definition of assembly and the exemption from 
SSARS 1 that are provided by this exposure draft would not be useful to any CPA 
with which I am acquainted. This statement, if adopted, will result in a great deal 
of confusion both within the accounting profession and with our clients. It will also 
lead to increased exposure to litigation from third parties and uninformed internal 
users. Please consider the following:
1. Item 2 of the exposure draft includes language that covers “preparing a trial 
balance, assisting in adjusting the books of account, and consulting on accounting 
matters.” Currently these accounting services and consulting issues are not covered 
under SSARS. Is it the position of this Statement to include them? By including 
them within the language of the statement, it is ambiguous and misleading as to 
what is covered.
2. Item 3 of the exposure draft includes suggestions for “management’s written 
representation” regarding use by third parties. This will require a representation 
letter to be signed by all management personnel that may have access to assemblies. 
This is an increased burden for both the client and the accountant and certainly 
does not simplify matters in relation to a SSARS engagement.
3. Item 4 requires an engagement letter. Again, this imposes a burden for both the 
client and the accountant and does not simplify matters in relation to a SSARS 
engagement.
4. Item 6 recognizes the severe legal problems that may (will) result from the 
practice of providing assemblies. However, there is very little guidance and no 
protection in the single sentence, except to consult with one’s attorney. I might 
suggest that any CPA that considers assemblies ought to consult with their 
malpractice carrier first.
 Division for CPA Firms  AICPA
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5. The reasons given for needing this statement include: need for timely 
information; advances in technology; decision to issue a report based on 
technicalities. I agree with all three observations of the changes in the nature of our 
work. However, SSARS gives us sufficient guidance and flexibility to satisfy 
virtually any situation and to give the client a good product and to protect our 
integrity.
Timely information can be provided to a client in many ways without issuing a 
report. No report is required for a trial balance, for example. No report is required 
for client prepared statements. No report is required for consultations
Advances in technology indicate that clients should be able to create financial 
information themselves, with guidance, in a much more timely manner.
Finally, technicalities do determine the boundaries between SSARS required 
engagements and non SSARS required engagements. The proposed exposure draft 
does nothing to clarify this boundary. Rather, it makes the boundary more difficult 
to define.
6. I am concerned that CPA provided internal use statements will be construed as 
much more than assemblies and will be used both by management, owners and 
third parties in ways that are not intended under the statement. These assemblies 
will create misinformation about the client's business and about the practice of 
public accounting.
7. Considering the litigious climate that still pervades our culture, I doubt that any 
prudent CPA would consider using the exemption for client work. This leaves only 
imprudent CPA's to use the exemption. I believe that there is potential for serious 
damage to our profession by the unskilled and thoughtless use of the exemption 
available under this statement.
As you can see I am very concerned and disturbed by the prospect of this exposure 
draft becoming an accepted standard. Please reconsider.
Sincerely.
Paul Vosburgh, CPA
J a n u a ry  2, 1996
T hom as Kelley
G roup Vice P resid en t - Professional
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Public Accountants  1211 A venue of the  A m ericas
  N e w  York, NY 10036-8775
D ear Thom as:
Recently, E dw ard  O’Reilly of th e  New H am psh ire  Society of CPAs’ responded 
to  th e  exposure d ra ft on A ssem bly of F inanc ia l S ta te m e n ts  for In te rn a l Use
NHSCPA
M r. O’Reilly is chairm an  of th e  Society’s A ccounting an d  A uditing
C om m ittee. T his comm ttee , on th e  basis  of its  de liberations an d  ongoing 
discourse w ith  th e  Board of D irectors of th e  Society often  responds directly  to 
th e  In s titu te  regard ing  Exposure D rafts.
In  th is  case, how ever it is necessary  to  note th a t  a s  a  re su lt of th e  im portance 
o f th is  exposure d ra ft to th e  general society m em bersh ip  an d  to  th e  public, 
th e  B oard of D irectors of the  Society h as  scheduled  fu r th e r  discussion on the  
E xposure D raft. As a consequence, p lease consider M r. O’Reilly’s response as 
p re lim in ary  in  n a tu re  and  not necessarily  rep re sen tin g  th e  fina l response of 
th e  New H am pshire  Society of CPAs.
T he New H am pshire  Society of CPAs w ill respond  form ally as soon as 
possible.
Sincerely,
A rth u r  B uonam ano, CPA 
P res id en t E lect
cc N adem a Gem m ell, CPA, P residen t 
M arlene G azda, Executive D irector
E d w a rd  O ’R eilly , C PA , C h a irm a n , A c c o u n tin g  a n d  A u d i t in g  C o m m itte e
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First Interstate Bancorp
First Interstate World Center 
633 W. Fifth Street, TC11-15 
Los Angeles, CA 90071 
(213) 614-3860
Roger H. Molvar
Senior Vice President
December 29, 1995
Mr. Thomas P. Kelley
Group Vice President - Professional
Accounting and Review Services Committee File 9508 
American Institute of Certified Public Accountants 
1211 Avenue of the Americas
New York, New York 10036-8775
Dear Mr. Kelley:
First interstate Bancorp (“the Corporation”) appreciates the opportunity to comment 
on the American Institute of Certified Public Accountants (AICPA) Accounting and 
Review Services Committee (ARSC) exposure draft (ED) on the proposed 
Statement on Standards for Accounting and Review Services (SSARS) Assembly 
of Financial Statements for Internal Use Only, dated September 6, 1995. The 
Corporation is the fourteenth largest bank holding company in the United States 
with assets of approximately $55 billion.
As always, costs associated with a change or departure in accounting procedures 
must be weighed against the expected benefits. Although we realize that ARSC is 
concerned with the cost associated with providing accounting and advisory services 
to nonpublic clients, we believe that certain disadvantages associated with the 
proposed changes would outweigh any benefits to be derived.
PROPOSED ED SUMMARY
It is our understanding that the proposed ED would allow the following:
•  Provide an optional exemption from the requirements of SSARS 1, 
Compilation and Review of Financial Statements, regarding the 
assembly of financial statements for internal use only. SSARS 1 requires a 
certified public accountant issuing a compilation report to a nonpublic entity to 
describe departures from generally accepted accounting principles (GAAP).
•  Not affect existing standards for a compilation or a review.
Mr. Thomas P. Kelley 
December 29, 1995 
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C O M M EN TS ON THE ED
We suggest that the following be considered by ARSC prior to finalization: 
DEPARTURE FROM GAAP
As you are aware, GAAP is widely recognized within the financial community 
as the basis for preparing, presenting and auditing financial statements. Yet, 
this methodology is still somewhat subjective, being based upon a number of 
factors including, but not limited to, materiality, industry practice, accountants’ 
interpretation, etc. To allow a departure from GAAP would open the 
floodgates to an even greater variety of accounting practices which would be 
difficult to comprehend. We believe that, instead of resolving some of the real 
or perceived problems associated with the issuance of accountants’ reports, 
this proposed change would introduce significant questions regarding 
accounting practice.  Further, this proposal would cause differences in 
reporting between public and nonpublic companies that would result in 
confusion and divergence between the two communities. We do not believe 
that ARSC intended for this to be the case.
For these reasons, we object to the provisions in the ED allowing departures 
from GAAP. However, if such departures are allowed, we strongly believe that 
there should be a requirement to disclose in both the engagement letter and 
the end-product transmittal letter, whenever applicable, that the financial 
statements have been prepared on a basis other than GAAP.
RESTRICTED USE PRODUCT
Despite management’s announced intention that the financial statements are 
to be used only for internal purposes it is, at the very least, extremely 
optimistic to think that these documents will be read solely by employees of the 
institution. Therefore, because such financial statements will undoubtedly be 
seen by other "interested parties”, including financial institutions, it is 
imperative that there be certain requirements. Specifically, a reference should 
be made on each page of the financial statements regarding the restriction as 
to internal use and also to the engagement letter which, itself, would provide 
an indication as to the basis for the financial statements and work performed.
It is our opinion that a tremendous burden would be placed upon the 
accountant to determine whether the financial statements are being used by 
third parties. Undue responsibility would be placed on the accountant to notify 
both the client and the third party, and to take other action as required. For the 
reasons stated above in the “Departure from GAAP" section, we believe that, 
since a variety of parties might read the nonpublic company’s financial 
statements; the argument for GAAP-based statements becomes even more 
compelling.
Mr. Thomas P. Kelley 
December 29, 1995 
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OPTIONAL TRANSMITTAL LETTER
As previously stated, a transmittal letter should be mandatory, rather than 
optional, clearly stating the restriction to internal use only and that the 
statements may not have been prepared in accordance with GAAP. 
Accordingly, the transmittal letter would play a vital role in identifying the 
intended users, describing the preparation process, and specifying the degree 
of reliance, if any, that may be placed on the accompanying financial 
statements.
LACK OF INDEPENDENCE AND PEER REVIEWS
We believe that disclosure should be made within the transmittal letter that the 
accountant has participated in assembling the financial statements and, 
therefore, is not an independent party with respect to their preparation or any 
attestation. This should be a requirement regardless of whether the 
readership is intended to be internal or external. Furthermore, the issue of 
standards regarding quality control and peer review should be addressed by 
ARSC.
It is our belief that the ED will not effectively accomplish the goals of ARSC in 
that it will decrease fundamental rules and guidelines governing the accounting 
profession. This, in turn, will undoubtedly diminish the respect afforded the 
CPA designation and be adverse to the public good.
Please do not hesitate to contact me should you wish to further discuss these 
issues. I can be reached at (213) 614-3860 or at the address listed above.
Sincerely,
Roger H. Molvar
C E R T IF IE D  P U B L IC  ACCOUNTANT  
3 3 5  M O B IL E  D R IV E
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December 15, 1995
Ronald Cohen, AICPA Chairman
American Institute of Certified Public 
Accountants, Inc.
1211 Avenue of the Americas
New York, N. Y. 10036-8775
Dear Mr. Cohen:
I am a sole practitioner who serves mostly small business clients. 
I have just reviewed the Exposure Draft on Assembly of Financial 
Statements for Internal Use Only. This proposal of exempting 
financial statements assembled for internal use only from the 
requirements of SSARS 1 would definitely benefit my clients and I. 
I do not believe in providing my clients with services that I feel 
are not necessary. In 1995, I prepared 29 compilation reports, 
only 6 of which were for third parties. I also have avoided 
issuing compilation reports in circumstances that are similar to 
those detailed in paragraph 4 of the cover letter accompanying the 
Exposure Draft. When my clients ask why they have to instruct the 
computer to print the financial statements instead of having me 
instruct the computer to print the financial statements, my 
response has been "the IRS is dumb and the AICPA is dumber”.
If you are sincere about moving our profession forward, you need 
to see to it that this Assembly of Financial Statements for 
Internal Use Only becomes a service we can offer. Thank you. 
Sincerely yours,
June Tyler, C. P. A
A LA N  D. ALTSCHULER 
CERTIFIED PUBLIC ACCOUNTANT
P.O. Box 12091 •  Newport News, V irginia 23612-2091 •  Phone: (804) 873-1030 •  FAX: (804) 873-2177
December 25, 1995
AICPA
Exposure Draft
1211 Avenue of the Americas 
New York, NY 10036-8775
RE: Exposure Draft re Internal Use Financials
Dear Sir/Madam:
I ’m in favor with the principle of this exposure draft. I've 
been in practice on my own for eleven years, serving 
exclusively nonpublic companies and their owners. Computer 
generated financial statements are basically a by product of 
year-end work and tax compliance, and are distinguishable in 
my practice from less detailed "typed" financials for outside 
parties.
The accountant’s report that currently goes with these 
computer statements is absolutely of no use to my clients.
That is why I'm in favor of this proposal.
The persuasive argument that compliance with SAARS 1 is not 
onerous begs the question. The point in my mind is that the 
clients don't need or want the report, no matter how little 
time it takes to produce it.
I 'm opposed to requiring a written understanding with the 
client. Under SAARS 1, I don't need any written 
understandings, and to require such for the internal use 
statements puts an unnecessary requirement on the practioner 
and the client. So instead of an inessential accountant's 
report, we would have to insult our clients' integrity by 
requiring a signed understanding about the distribution of the 
internal statements.
Given the choice, I'd continue to issue my compilation 
reports, despite my strong desire to eliminate this 
superfluous piece of paper and provide to my clients only 
information that they might want.
Thanks for your attention to this.
Sincerely,
Alan Altschuler
Deloitte & 
Touche llp
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January 5, 1996
Thomas P. Kelley
Group Vice President - Financial
American Institute of Certified Public Accountants
1211 Avenue o f the Americas
New York, NY 10036-8775
Re: ARSC File 9508
Dear Mr. Kelley:
We are pleased to comment on the Proposed Statement on Standards for Accounting and 
Review Services - Assembly o f  Financial Statements fo r  Internal Use Only.
General
We believe that the proposed Statement will expose practitioners to unacceptable risk and 
potentially may promote the use of misleading financial presentations by the client and third 
parties. Accordingly, we do not support this proposal.
The provisions o f the proposed Statement do not require the accountant to issue a report o f 
any type on the financial statements. Statement on Standards for Accounting and Review 
Services (SSARS) 1, paragraph .05, states that the written report is the vehicle through which 
the accountant indicates division of responsibility. If  no report is issued there is no indication 
o f such responsibility, thereby exposing the accountant to the risk o f misinterpretation of 
responsibility. The accountant is also exposed to the risk of management or others within the 
organization distributing the financial statements. As the accountant cannot monitor or control 
distribution, vendors, lenders, or other third parties may obtain copies o f the financial 
statements, rely on them and gain some assurance based on the accountant’s association with 
the financial statements. The potential for external distribution, coupled with the lack of a 
written report that indicates the appropriate division of responsibility, exposes the accountant 
to unacceptable levels of risk.
DeloitteTouche
Tohmatsu
International
January 5, 1996 
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SSARS 1, paragraph. 10, requires the accountant to possess a certain level o f knowledge of the 
accounting principles and practices in the industry in which the entity operates. The proposed 
Statement does not require this level of knowledge. By assembling the financial statements 
without proper consideration of industry related matters the accountant may unknowingly 
expose him or herself to substantial risks. Such risks include providing management with 
information o f little or no value. For instance, the accountant may not appropriately consider 
the effect o f an industry practice in assembling the financial statements, thereby providing 
management with information of only marginal value.
The proposed Statement would also no longer require the accountant to (1) read the financial 
statements to consider whether they are appropriate in form and free from material error and 
(2) consider inquiries made or prior knowledge of the client in assessing whether the 
information is incorrect or incomplete. The elimination o f these requirements could result in 
the accountant providing management with only marginally useful information.
We urge the Accounting and Review Services Committee to reevaluate the proposed Statement 
with particular emphasis on the negative impact on the reputation o f the profession and value of 
such a service to our clients.
Recommended Changes
If  the proposal is carried forward we make the following recommendations.
Paragraph 3 o f the proposed Statement should be expanded to include factors that the 
accountant should consider in assessing whether the financial statements are reasonably 
expected to  be used by a third party. Such consideration points may include the existence of 
creditors, minority owners, significant vendors or other third parties that may make credit or 
investment decisions based on assembled financial statements, the potential for rapid expansion 
or acquisition, and the industry in which the client operates. We also believe that the 
accountant should make an explicit assessment in addition to obtaining management’s 
representation.
The engagement letter should be expanded to document that management understands the 
implications o f assembly o f financial statements. In particular, management should assume full 
responsibility for the form, content and reliability of information in assembled financial 
statements.
January 5 ,  1996 
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Page 3
Paragraph 5 o f the proposed Statement indicates that the accountant may include a reference to 
the fact that the financial statements are limited to internal use only. We believe that a 
reference be required on all pages of the financial statements. Such a reference should indicate 
that no assurance is given or should be implied.
Paragraph 6 of the proposed Statement should be expanded to incorporate specific actions that 
the accountant should take when assembled financial statements are distributed to or relied 
upon by third parties. We believe that such guidance should include a requirement to contact 
the third parties and make them aware of the purpose and intent o f the assembled financial 
statements.
* * * * *
Please contact John A. Fogarty [(203) 761-3227] if you have any questions or if there is any 
other way in which we might be helpful.
Sincerely,
DOSS & EDWARDS, CPAs
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AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
RE: Assembly of Financial Statements for Internal Use Only
Dear Mr. Kelley:
We appreciate the opportunity to express our concerns regarding the Proposed Statement on Standards for 
Accounting and Review Services.
While the Accounting and Review Services Committee should be commended for attempting to provide 
practitioners with a cost-effective means of satisfying client needs for timely financial information, we are 
concerned that the proposed solution could be the equivalent of exterminating a flea with an AK-47 assault 
rifle.
Our concern is based on the facts that: (1) the targeted problem is a very minor, and diminishing, practice 
area for most firms that are concerned with following professional standards, (2) the related, unintentional 
damage to the profession will most likely be major, and (3) there are numerous other solutions that would 
seem to be more appropriate.
The letter accompanying the exposure draft notes that “Rapid advances in information technology and low­
cost software now enable even the smallest entity to record its transactions and prepare its own financial 
statements.” Our experience indicates that this situation has resulted in almost a total elimination of write-up 
engagements and preparation of unadjusted financial statements. We further expect this trend to continue to 
the point that the only CPAs performing write-up engagements will be employed by bookkeeping services.
The most distressing concern related to the proposal is the probable harm to which it exposes the profession. 
As you are well aware, the AICPA has just completed an extensive project to determine the needs o f users of 
financial statements. We have also recently issued an SOP requiring disclosure of risks and uncertainties, and 
the Auditing Standards Board is developing a standard that will require auditors to take more responsibility 
for the detection of fraud. All of these advances of professional standards were instrumental in the recent 
victory for litigation reform in Washington. Why then would we denigrate the profession through the 
backward step of allowing an exemption to standards that are not particularly oppressive or expensive.
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Moreover, the proposal would promote nonprofessional practices and the dissemination of inaccurate 
information. We realize that the exemption would be optional and that practitioners could still issue reports 
under the existing compilation standards. However, we are concerned that the competitive nature o f our 
profession and the tendencies of clients to seek the lowest cost services available will drive practice to the 
lowest acceptable level. We believe this will result in a proliferation of inaccurate financial statements that 
will ultimately be delivered to and used by uninformed third parties. We feel that this would be extremely 
detrimental to the profession and to the practitioners involved.
We note that the proposal does not include a definition of “Internal Use”. Presumably, internal use would 
include the stockholders of a closely held company even if they are not involved in management. Could this 
not lead to materially misinformed absentee owners and to erroneous decisions by those owners based on 
misleading financial statements?
The proposal is designed to allow accountants to generate financial statements without any consideration of 
their accuracy or fairness o f preparation with the expressed purpose of providing management with 
information on which they will base their operational decisions. Somehow this does not seem as though it 
will lead to the best of all possible results for management, the accountant who assembled the statements, or 
the profession as a whole.
We believe that the proposal will also reduce any current perceived added value to financial statements that is 
associated with preparation by certified public accountants and thereby reduce our ability to compete with 
non-CPA firms.
We also believe that the expressed objectives of the proposal can be obtained without providing an exemption 
from existing standards.
If management docs not need financial statements that comply in all material respects with GAAP or an 
OCBOA, they may not really need financial statements at all. Perhaps what they really need is a detailed trial 
balance on a comparative basis, an analysis of variations or trends in key accounts, analytical procedures 
applied to non-financial data, or ratio analyses that would include important operating parameters. We do not 
believe that our professional standards would require any type o f report with any o f these items.
As we mentioned before, we do not feel that the standards from which the proposal would provide an 
exemption are particularly oppressive or expensive. We do feel however that many practitioners are 
expanding their procedures ( often based on comments received in peer or quality reviews) beyond what is 
required. It seems that an education initiative to clearly inform practitioners o f the minimum requirements 
necessary under a compilation would go a long way toward correcting a lot o f practitioners’ problems with 
the standards.
Obviously, our preference would be that the proposal not be finalized. If, however, the committee decides 
that issuance o f a final document is ncccssary, we have the following concerns we feel should be addressed:
1. We feel strongly that the "Restricted to Internal Use Only...” reference suggested by 
paragraph 5 should be required rather than optional.
While we can see some merit to the exemption for interim financial statements, we feel that 
the risk o f annual financial statements being offered to third parties outweighs any benefit 
received from the exemption. We therefore believe that the exemption should not be 
available for annual financial statements.
2.
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3. Paragraph 7 contains an option for the accountant to enclose a transmittal letter with the 
financial statements, but is worded in such negative terms that it seems to discourage the 
practice rather than encourage it. We believe this would be a desirable practice and that any 
final document should encourage transmittal letters.
We understand that in circumstances where unpopular issues are addressed in standards designed to improve 
professional practices in the interest of the public, final standards are often issued without substantial support 
being evidenced by responses to exposure drafts. This is particularly understandable in situations that will 
improve substandard professional practices. In this case, we do not feel that the exemption will be an 
improvement to professional practices. On the contrary, we believe there is substantial concern within the 
profession that the exemption will actually promote substandard professional practices. We therefore hope 
that the proposal will only be finalized if there is overwhelming support evidenced by the responses to the 
exposure draft, and that the results of those responses will be published in some widely circulated forum.
We appreciate the opportunity to submit our comments. We will be glad to discuss them with any member of 
the committee. Any questions or comments may be addressed to Ernest F. Baugh, Jr. in our Chattanooga, 
Tennessee office 1- 800-782-8382.
Sincerely,
Ernest F. Baugh, 
For the Firm
 aicpa
December 31, 1995
Mr. Thomas P. Kelley
ARSC File 9508
American Institute of 
Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Mr. Kelley:
The proposed Statement on Standards for Accounting and Review Services (SSARS), Assembly 
o f Financial Statements fo r  Internal Use Only, provides an exemption from SSARS No. 1, 
Compilation and Review o f Financial Statements, and thus (1) sanctions a service that would result 
in the increased use of financial statements that are not in accordance with generally accepted 
accounting principles (GAAP) or an other comprehensive basis of accounting (OCBOA), and (2) 
allows CPAs to avoid their professional responsibility to communicate known financial-statement 
departures from GAAP or an OCBOA to their clients. It is for these reasons that the Accounting 
Standards Executive Committee (AcSEC) of the American Institute of Certified Public 
Accountants believes that the proposed exemption from SSARS No. 1 is not acceptable.
The third paragraph of the transmittal letter accompanying the exposure draft of the proposed 
Statement states:
Based on focus group sessions and discussions with members, ARSC believes that 
many nonpublic entities do not require financial statements that comply in all 
material respects with generally accepted accounting principles or another 
comprehensive basis of accounting to meet their ongoing internal managerial 
needs.
l
American Institute of Certified Public Accountants
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The CPA. Never Underestimate The Value.SM
AcSEC disagrees with this premise because it believes that managements of nonpublic as well as 
public entities make better decisions when those decisions are based on financial statements 
prepared in conformity with GAAP or an OCBOA. This belief, after all, is the fundamental 
reason why accounting standards are created. Further, AcSEC believes that those holding 
themselves out to be CPAs should have a professional responsibility to alert financial-statement 
users, including management, to the GAAP or OCBOA departures that the CPA has become 
aware of. Not providing this alert significantly decreases the professionalism of the CPA 
designation.
SSARS No. 1 requires that a CPA, at a minimum, compile financial statements that he or she 
submits to a client or others and that the statements be accompanied by a compilation report 
identifying known departures from GAAP or an OCBOA. AcSEC believes that the requirements 
of SSARS No. 1 have improved the quality of financial statements provided to clients over the 
last 17 years and elevated the professional standing of the CPA. AcSEC also believes that a 
financial statement service that does not include the minimum requirements of SSARS No. 1 will 
result in the use by management of financial statements that may contain material departures from 
GAAP or an OCBOA, the effects of which management may not understand, resulting in less 
informed decisions.
Footnote 1 of the engagement letter in Appendix A of the proposed Statement states that the CPA 
is not precluded from listing [in the engagement letter] planned departures from the basis of 
accounting used. However, this listing is optional and the frequency of the engagement letter is 
not specified. Thus, a new engagement letter ordinarily would not be drafted for each financial 
statement issued and therefore would not identify the known departures in all of the financial
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statements issued during the periods covered by the engagement letter. As stated, AcSEC believes 
that identifying these departures should be a professional requirement of a CPA.
During AcSEC’s discussion of the proposed exemption, members expressed other concerns 
regarding the proposal in addition to the matters mentioned in this letter; however, AcSEC 
decided to limit its comments to issues deemed to be within its charge, and to the effects of the 
proposed service on the professionalism associated with the CPA designation.
Members o f AcSEC are available to discuss the comments in this letter with you at your 
convenience. If you have any questions, please do not hesitate to contact me.
Sincerely,
G. Michael Crooch 
Chair
Accounting Standards 
Executive Committee
G. Michael Crooch, Chair 
Arthur Andersen LLP 
69 West Washington Street 
Chicago, IL 60602
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PAUL BROWNER. Chartered • Certified Public Accountants
932 HUNGERFORD DRIVE 17 ROCKVILLE. MD. 20850 301-340-3340
MCPA
Accounting and Review Services Committee 
1211 Avenue of the Americas 
New York, NY 10036-8775
Dear ARSC,
I am writing in response to the Exposure Draft on Assembly of 
financial Statements for Internal Use Only.
I am not so sure that your premise for the need for an assembly 
is valid. Certainly there is a need for timely financial information, 
but along with it’s timeliness there is a corresponding need for 
accuracy and completeness. The present compilation rules allow for 
departures from the latter two virtues with notice they are missing. 
Your assembly allows for all sorts of transgressions from GAAP with no 
notice to the reader as to what they are. With some information as to 
what is missing or distorted, the reader can make some judgment as to 
the validity of what he is reading. With no knowledge of what isn't 
there, the reader is at a loss to judge credibility.
Your second premise as to who is pulling the computer trigger 
seems somewhat obtuse. Yes, there is that possibility, but I doubt if 
it is extant in the profession warranting such an exemption from SSARS.
It seems to me that the underlying premise, which is not spoken, 
is competition. Non certified accountants can do whatever they wish and 
present any kind of a "financial statement". What you are trying to do 
here is to allow CPAs to compete with this. It is definitely a lowering 
of standards or ignoring them. I submit that if the CPA needs to 
compete with the non-CPA then he can do so simply by not holding himself 
out as a CPA. This is not as preposterous as it might seem when 
compared to your radical assembly. The assembly is a financial 
statement with no rules. To allow a CPA to prepare this seems to lower 
the esteem in which a CPA is held. It puts him on the same level as the 
non-certified accountant. The AICPA and various State Societies are 
spending hundreds of thousands of dollars in an advertising campaign 
glorifying the CPA and the trust that can be placed in his product and 
this goes in the other direction.
Perhaps the reason a CPA would be reluctant to renounce his 
certificate and practice non-certified is because he went through the 
schooling and through the exam and attained a degree of professionalism. 
He wants the best of both worlds— the professionalism of the 
certificate and the ability to compete at a lower level, Well, the 
streets are littered with the bodies of people who wanted it both ways. 
There is only one way to go--the high road.
I do not understand the need to lower standards. The whole 
Quality Review program is designed to maintain standards. This product 
is exempted from Quality Review because there are no standards to 
measure it against Anything goes..
I  am a ls o  c o n c e rn e d  a b o u t l e g a l  r a m i f i c a t io n s  a s s o c ia te d  w i t h  th e  
a s s e m b ly . I t  seems t o  me t h a t  th e  CPA i s  e x p o s in g  h im s e l f  t o  a d d i t i o n a l  
l i a b i l i t y  h e r e .  I f ,  i n  t h e  name o f  sp e e d , t h e  a s s e m b ly  o m its
in f o r m a t io n  a n d  th e  c l i e n t  u s e s  i t  t o  r u n  h i s  b u s in e s s  a n d  t h e r e  i s  a  
f a i l u r e ,  i t  seems t o  me t h a t  th e  C P A --h a v in g  g iv e n  t h e  c l i e n t  in c o m p le te  
in f o r m a t io n - -  i s  w id e  o p e n . I  s a y  t h i s  i n  s p i t e  o f  t h e  engagem en t 
l e t t e r ,  b u t  a ls o  w i t h  t h e  k n o w le d g e  t h a t  ju d g e s  a t t r i b u t e  m o re  t o  CPAs 
th a n  i s  w r i t t e n  dow n, we h a v e  m any SAS’ s b e c a u s e  o f  t h i s  e x p e c ta t io n  
g a p . I  w o u ld  n o t  l i k e  t o  b e  a  t e s t  c a s e .
T h is  a s s e m b ly  e x p o s u re  d r a f t  i s  n o t  u n l i k e  th e  c o m p u te r  p r e p a re d  
e x p o s u re  d r a f t  o f  y o r e .  T he  m a jo r  d i f f e r e n c e  i s  th e  r e a l i z a t i o n  t h a t  a 
CPA IS  a s s o c ia te d  w i t h  a  f i n a n c i a l  s ta te m e n t  h e  p r e p a r e s - - w h e th e r  h e  
app ends  h i s  name t o  i t  o r  n o t .  T h a t ,  a t  l e a s t ,  i s  a n  im p ro v e m e n t.
You a ls o  c i t e  t h e  a s s e m b ly  i n  F o re c a s ts  and  P r o je c t io n s  a s  a  
p r e c e d e n t  t o  t h i s  a s s e m b ly . M e th in k s  t h e  o n ly  s i m i l a r i t y  i s  i n  t h e  
nam e. The  F o r e c a s ts  a n d  P r o je c t io n  a s s e m b ly  h a s  s ta n d a r d s — t e s t i n g  
m a th e m a t ic a l a c c u r a c y  a n d  r e p o r t i n g .  A l th o u g h  w o rk in g  p a p e rs  a r e  n o t  
r e q u i r e d ,  t h e y  a r e  s t r o n g ly  s u g g e s te d  t o  p r o t e c t  th e  CPA. T h e re  i s  some 
s t r u c t u r e  t o  t h a t  a s s e m b ly . N o t so  w i t h  y o u r s .
C l ie n t s  d o  n o t  n e c e s s a r i ly  n e e d  f i n a n c i a l  s ta te m e n ts  t o  r u n  t h e r e  
b u s in e s s .  S e le c te d  f i n a n c i a l  in f o r m a t io n  can  b e  v e r y  b e n e f i c i a l .  The 
k e y  i s  n o t  i n  t h e  num bers  o r  t h e  f o r m a t ,  b u t  i n  c o m p a r is o n s .  I  o f t e n  
g iv e  c l i e n t s  a  s h e e t  w h ic h  I  l a b e l  " N um bers" w h ic h  i s  a  m o n th  b y  m o n th  
a n d  y e a r  b y  y e a r  c u m u la t iv e  c o m p a r is o n  ( w i t h  p e rc e n ta g e s )  o f  s u c h  ite m s  
a s  C ash , A c c o u n ts  R e c e iv a b le s ,  S a le s ,  O w n e rs ' C o m p e n s a tio n , P a y r o l l ,  
e t c .  I n  a d d i t i o n ,  I  g iv e  th e m  a  c o m p a r is o n  o f  12 d i f f e r e n t  f i n a n c i a l  
r a t i o s  w i t h  a n  e x p la n a t io n  o f  w h a t t h e y  a r e .  I n  o r d e r  f o r  th e m  t o  see  
w h a t m akes u p  a n  i t e m  i n  t h e i r  f i n a n c ia l s ,  I  w i l l  g iv e  th e m  a  c u m u la t iv e  
G e n e ra l L e d g e r .  I n  t h i s  c o m p u te r  a g e , g ra p h s  a r e  a n  i n t e g r a l  p a r t  o f  
t h e  in f o r m a t io n  c l i e n t s  r e c e iv e .  A l l  o f  th e s e  a r e  NOT f i n a n c i a l  
s ta te m e n ts  a n d  a r e  t h e r e f o r e  n o t  s u b je c t  t o  SSARS a n d  a r e  v a lu a b le  and  
g r e a t l y  a p p r e c ia te d .
A n o th e r  " s o l u t i o n "  t o  t h i s  " p ro b le m "  y o u  r a is e  i s  t o  c o n s id e r  th e  
n e e d  f o r  a l l  o f  t h e  c o n f is c a t o r y  GAAP f o r  th e  c l i e n t s  th e s e  CPAs a r e  
s e r v in g .  I  d o  n o t  p ro p o s e  B ig  GAAP o r  L i t t l e  GAAP, b u t  GAAP f o r  l i s t e d  
c o m p a n ie s  o r  c o m p a n ie s  s u b je c t  t o  t h e  SEC a n d  GAAP f o r  e v e ry b o d y  e ls e .  
T h is  i s  a  d i s t i n c t i o n  t h a t  t h e  g e n e r a l p u b l i c  ca n  u n d e r s ta n d .  S u r e ly ,  
a n yo n e  c a n  s e e  t h a t  a n  in v e s t o r  nee ds  a l l  o f  t h e  10K in f o r m a t io n  a n d  th e  
b lo a t e d  f i n a n c i a l  s ta te m e n ts  a p p e a r in g  i n  a n n u a l r e p o r t s ,  b u t  t h a t  a n  
o w n e r o r  m a n a g e r c a n  o p e ra te  w i t h  s p a r s e r  s ta te m e n ts  WHICH COMPLY WITH 
STANDARDS.
I  im p lo r e  y o u  t o  c o n s id e r  t h e  p r o f e s s io n  a s  a  w h o le  a n d  i t s  
p e r c e p t io n  t o  t h e  p u b l i c  a n d  n o t  j u s t  t h e  fe w  who t h i n k  t h e y  w i l l  
b e n e f i t  f r o m  t h i s  e x e m p tio n  f ro m  SSARS.
S ilv a
H a rd en
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January 9, 1996
Mr. Thomas P. Kelley
Group Vice President-Professional
ARSC File 9508
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, NY 10036-8775
Re: Proposed Statement on Standards for Accounting and Review Services, 
Assembly of Financial Statements for Internal Use Only
Dear Mr. Kelley:
We do not believe that the proposed statement on Standards for Accounting 
and Review Services, Assembly of Financial Statements for Internal Use Only 
should be issued for three primary reasons. First, we do not believe that 
the service will solve any of the real or perceived practice problems noted 
in the transmittal letter. Second, we do not believe that the service is 
in the best interests of the consumer of accounting services and is, in 
fact, detrimental to the public good. Lastly, we believe the proposed 
Statement has certain fatal flaws in its drafting.
Does not Solve Problems
It is noted in the transmittal letter that the controllership and data 
processing functions performed by accountants create a unique need for 
internal use only financial statements. However, these services have been 
provided by accountants for their clients for many years, including periods 
prior to and following the enactment of Statement on Standards for 
Accounting and Review Services. (SSARS) No. 1. In our experience, the 
assistance clients request from their accountants in adjusting books of 
account, analyzing accounting data, assisting in preparation of financial 
statements and other services have operated under SSARS No. 1 for 17 years 
without significant problems. For many other reasons, further discussed in 
this letter, the proposed Statement will create more problems than it 
solves in providing these services.
We disagree that the compilation service cannot be provided in a timely and 
cost effective manner. We provide compiled financial statements to many of 
our clients and have found acceptance by clients of such statements and an 
understanding of the involvement we have in their preparation.
A  member of the A ICPA Division for CPA Firms
Mr. Thomas P. Kelley, Group V.p.-Professional January 9, 1996
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We also disagree with the premise that financial statements prepared 
using generally accepted accounting principles (GAAP) or another 
comprehensive basis of accounting (OCBOA) are not needed by management to 
manage their business. We believe that it is important that management 
understand the basis upon which their financial statements are prepared and 
have an understanding of how such statements depart from GAAP or OCBOA, if 
they do.
We have not found that the quality control procedures in our Firm with 
regard to compilation require a significant cost. We also do not 
understand, and believe to be rather silly, the assertion that the use of 
firm letterhead at a remote location is a significant practice problem.
We agree, however, that the current definitions of association with 
financial statements hinging upon the "pushing of a button" seem, at first 
blush, rather illogical. We do not believe, however, that the solution to 
this problem is to make all services exempt from the requirements of SSARS 
No. 1. Rather, we be believe that accountants must "take ownership" of 
financial statements based upon the substance of work that they provide 
during the statements preparation. The current rules result from the 
uncertainty of entries that might be made after an accountant has completed 
his or her services, yet before the button is pushed. Therefore, if the 
accountant pushes the button, it is likely there are no additional entries 
that were made in preparation of the financial statements, and the 
accountant can "take ownership" of the statements. On the-other-hand, if 
the accountant leaves the premises and the client pushes the button, it is 
more likely that entries could be made to the statements of which the 
accountant is unaware. Consequently, the current rules do make sense from 
the standpoint of who controls the ultimate output of financial statements.
We fail to understand the relationship between assembled financial 
statements and assembled forecasts and projections. The use of assembled 
forecasts and projections is very limited whereas the use of financial 
statements is widespread and considerably more frequent. In addition, the 
public generally perceives a different level of accuracy and accountant 
involvement when evaluating financial statements versus projections and 
forecasts.
Service is not in the Public Good
We believe the assembly service will result in accountants being less 
concerned about identifying departures from GAAP or OCBOA for management of 
their clients. This, we believe, will result in management having less 
understanding of the nature of financial statements they are using. In 
addition, the assembled f i n a n c i a l  s ta te m e n ts  becom e a  l i m i t e d  use product 
which cannot be used by third-parties, placing clients in a difficult 
position of having a document which cannot be provided to those requesting 
it. We believe that clients will not be well served with a limited use 
product such as assembled financial statements.
Mr. Thomas P. Kelley, Group V.P.-Professional
American Institute of Certified Public Accountants
January 9, 1996 
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We believe that third-party users of assembled financial statements (and it 
should be clear to all concerned that third-parties will receive assembled 
financial statements) will interpret accountants' involvement in such 
statements as providing some assurance that those statements are prepared 
accurately. To many users, representation by clients that financial 
statements are "CPA prepared" is more important than any related
transmittal letter or report which states the actual involvement by the 
accountant.
By exempting the assembly service from SSARS No. 1, the provider of the 
assembly service has no requirement to have a knowledge of the industry in 
which the client operates or an understanding of that client's accounting 
systems. In addition, they are not required to notify the client of any 
unusual errors of irregularities or illegal acts which come the their 
attention during performance of services. The accountant performing the 
service is also not required to notify the client that they believe that 
they are not independent with respect to the client.
Document is Fatally Flawed
Making the legend optional on the financial statements creates more 
confusion than it resolves. Many, including us, would prefer that the 
legend be required, but requiring a legend is an admission that 
third-parties will see the document and, thus, a legend is required to 
explain the involvement of the accountant. If the accountant truly 
believes that no third-party will see the document, then a legend should 
not be required.
The definition of assembly service covers many services not presently 
covered under SSARS. For example, the mere consultation on accounting 
matters, the output of which is in the form of financial statements 
intended for internal use but prepared by the client, would be defined as 
an assembly service requiring an engagement letter with the client. The 
provision of such an engagement letter would probably increase the 
expectations of the client as to the involvement by the accountant in the 
financial statements internally prepared.
We believe that the transmittal letter suggested in the proposed Statement 
will be misunderstood and will be interpreted as though a greater level of 
services are provided by the accountant.. In addition, those accountants 
that continue to provide compilation reports when an assembly service would 
be allowed may be increasing their legal exposure because many users will 
put greater weight on a report which the accountant knows will be provided 
to third-parties.
The proposed Statement does not indicate how often an engagement letter 
would be required and, presumably, only one engagement letter would ever 
n e e d  t o  b e  w r i t t e n .  I t  w o u ld  be im p o s s ib le  t o e n u m e ra te  i n  a n  e n g a g e m e n t 
letter what anticipated departures from GAAP there might be in all 
statements covered by the letter. Consequently, there is little, if any, 
communication required or even suggested with the client as to known 
departures from GAAP or OCBOA.
Mr. Thomas P. Kelley, Group V.P.-Professional
American Institute of Certified Public Accountants
January 9, 1996 
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Summary
We do not believe that the assembly service is a professional service which 
accountants should be performing for their clients. We also believe that 
such a service will be misunderstood and will result in less useful 
information being provided to clients. We also believe that the service 
would ultimately result in increased legal liability for accountants.
Should you have any questions regarding our comments, please do not 
hesitate to contact Stuart Harden in our office.
Yours very truly,
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.  
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others. 
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may
be aware. 
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
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I oppose "Assembly of Financial Statements Internal Use Only" 
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currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
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In summary. Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Very truly yours,
Address
City, State, Zip
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
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Certified Public Accountants
1211 Avenue of the Americas
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I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
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3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
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from the basis of accounting used of which the accountant may 
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Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
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in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
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4. The Assembly Financial Statements may have material departures 
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In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
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January 8, 1996
Thomas P. Kelley
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, NY 10036-8775
Dear M r. Keiley:
I have never been motivated to respond to a proposed standard issued by the AICPA or FASB with 
negative comments until now. I am not supportive o f the "Proposed Statement on Standards for 
Accounting and Review Services - Assembly o f Financial Statements for Internal Use Only". Not 
only do I oppose the proposed standard, I have been overwhelmed by the number o f practitioners 
who have shared my concerns about the effects o f this standard on the image o f our profession i f  it 
should ultimately pass. Unanimous opposition was displayed by the AICPA Peer Review Board of 
which I am a member, the Louisiana Peer Review Committee o f which I chair, and the over thirty 
members o f the Associated Accounting Firms International Accounting and Audit Committee of 
which I am a member. The peer review committees and several practitioners with whom I have 
discussed the proposal are comprised o f many sole practitioners and members o f very small 
practices. These are not "technical gurus" who are out o f touch with client services and competitive 
pressures o f small practices.
I have several concerns about the proposed standard. I, and many others, believe that the positive 
reasons for issuing this standard are offset by the negatives that w ill result.
Reasons for Proposed Statement
•  To allow practitioners to compete with non-CPA's who do not have to comply with our stringent 
standards.
Response - This is primarily an education issue. Our standards for compilation are not 
stringent or difficult. There are no documentation standards on compilations and 
once a report is designed, there is seldom reason for any changes on a monthly 
basis. When our firm  performs a monthly compilation, the required review time, 
after processing, including reading the report, is less than fifteen minutes. The 
professional time it takes to set up clients on the front end is well worth the effort 
and forces non-CPA's to compete with our professionalism rather than dropping 
our level to theirs. A  solution to the misconceptions o f applying current 
standards would be for the Institute to provide inexpensive effective continuing 
education at the local Chapter level.
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•  To ease the burden o f cost and pressures of peer review.
Response - I f  a peer review is performed correctly, the cost to review compilations is 
relatively insignificant. Generally, one to three compilation reports w ill be 
selected for review. The pressures o f staying technically current with respect to 
professional standards as a requirement to pass peer review should not be too 
onerous a standard for a CPA.
•  Financial statements w ill be used internally and the client w ill take responsibility for the 
correctness and departures from appropriate accounting policies.
Response - Since these clients can apparently operate without properly adjusted financial 
statements, I feel clients would be better served by only receiving computer 
reports o f the trial balances and various journals and ledgers than unadjusted 
financial statements. My major concern about "internal-use only" financial 
statements is that very often these w ill not remain internal and this w ill affect the 
credibility o f our profession. This is the area I am most concerned about in the 
proposal because I feel it is subject to CPA firm  and client abuse. The reputation 
o f our profession w ill be tarnished. Public interest with suffer and client interest 
w ill be damaged.
•  There is no legal liability since no report is issued.
Response - I believe that in an environment where users often don’t understand our lack of 
assurance in compilation reports with a disclaimer o f opinion, and they often sue 
CPA firms for representations not given, we are opening ourselves to further 
confusion when we do not issue any report. I  fail to understand how this 
clarifies our responsibility.
• Internal-use projections are allowed.
Response - The services provided for internal-use projections are not nearly as prevalent as 
are monthly financial statements given to small clients. Also, when standards 
were developed for projections, plain paper was established practice. In the 
proposal, we are backing down from established practices.
•  It is inconsistent to make the determination o f whether to report based on who pushes the 
computer button.
Response - I believe this argument for passing this standard is overstated. We as 
professionals are able to use our judgment and make the calls as to whether we 
have performed professional CPA services and to report on financial statements 
when appropriate. Also, this standard does not solve this issue when preparing 
computer generated financial statements that are not internal-use financial 
statements. In this case, the confusion continues (if, in fact, it is confusing).
P&N
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I also feel that there is a flaw in the requirement o f an engagement letter on our lowest level of 
service.
M y final concern is as troubling to me as all these already mentioned combined.
I believe that the process o f standard setting has been tarnished in the eyes o f the public and many 
practitioners. There is either the perception or reality that many members o f the Accounting and 
Review Services Committee were selected based on their support o f the "plain paper" issue. There 
also was a public relations campaign including a call to arms to support the proposal from our past 
chairman. Others within the Institute were involved in a cheerleader approach to gathering support. 
I know many discouraged CPA's that believe that the Accounting and Review Services Committee 
is predisposed to passing the standard. I  sincerely hope that this is not true. It would, in my 
opinion, significantly tarnish the image o f the Institute as a standard-setter.
I strongly contend that we have an education problem. Currently, many practitioners do not 
understand our standards so we are responding by issuing a pronouncement that no longer requires 
understanding or standards.
We as CPA's should be striving to set ourselves apart for non-CPA’s and also stay above politics 
in carrying out our responsibility in the standard-setting process. I hope that we can maintain our 
lofty image in the public by maintaining our high standards.
Thank you for the opportunity to respond.
Sincerely,
W illiam E. Balhoff
P&N
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H. RAY PAUL, P.C.
CERTIFIED PUBLIC ACCO U N TA N T
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EXPOSURE DRAFT
Instructions for Response Form
This f orm m ay be used for comments or suggestions relating t o  any aspect of 
the exposure draft that is of concern to you. For convenience, the most significant points 
have been identified In the summary that accompanies the exposure draft, 
Return this response form  t o the address indicated on the reverse side by the comment date
Return responses to:  
AICPA
Thomas P. Kelley  
Group Vice President — Professional
ARSC FiIe 9508  
1211 Avenue of the Americas 
New York. NY 30036 -8775
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January 8, 1996
Thomas P. Kelley
ARSC File 9508
AICPA
1211 Avenue o f the Americas
New York, N Y 10036-8775
Dear M r. Kelley:
The Louisiana Society Peer Review Committee voted unanimously at its meeting in 1995 to oppose 
the proposed standards on "Assembly of Financial Statements for Internal-Use Only".
The Committee believes that the proposed standards would lower the image and quality o f our 
profession. Concerns over the need for a lower level o f service are primarily due to some 
practitioners not having familiarity with current standards. This proposal responds to this need by 
lowering existing standards.
Our Committee is comprised o f twenty-three members including twelve from firms with four or 
fewer professionals. We feel we represent concerns o f smaller practitioners and understand the 
competitive concerns o f meeting the needs o f small business on a day-to-day basis.
We strongly urge the Committee to consider methods for educating practitioners on how to service 
clients effectively and efficiently under current standards rather than lowering those standards in 
efforts to compete with non-CPA's.
Sincerely,
William E. Balhoff
Chairman, Louisiana Peer Review Committee
D a v id  e . La z a r u s
C e r t i f i e d  P u b l i c  a c c o u n t a n t
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas 
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4 . The Assembly Financial Statements may have material departures 
F rom the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
__ DAVID E. LAZARUS  
add Certified Public Accountant   
7700 Sunset Blvd. Ste.205 
Los Angeles, California 904 6
City, State, Zip
7700  Su n s e t  Boulevard  • Su ite  205 • Los An g e le s . Ca lifo r n ia  90046  
TELEPHONE: (213) 874-0201 • Fax: (213) 874-6178
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the A ICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
C E R T I F I E D  P U B L I C  ACCO UNTANTS
ANTHO NY J .  R U S S O  
N E L S O N  S H A P IR O
2 9 5  M A D ISO N  A V E N U E  
S U I T E  1 7 0 0
NEW Y O R K , NEW YORK 1 0 0 1 7  
T E L :  ( 2 1 2 )  6 8 7 - 2 4 2 0  
F A X : ( 2 1 2 )  6 8 7 - 1 8 1 5  
F E D . I . D .  #  1 3 - 3 7 7 0 3 0 1
January 6, 1996
Barry C. Melancon, President 
American Institute of
Certified Public Accountants 
1211 Avenue of the Americas 
New York NY 10036
Dear Mr. Melancon,
I oppose "Assembly of Financial Statements Internal Use Only" as 
described in the AICPA Exposure Draft, dated September 6, 1995, for 
the following reasons:
1- Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports without 
GAAP disclosures which are widely used. This is most 
prevalent in small CPA firms whose clients do not have the 
staff to prepare their own internal financials. Rather they 
rely on us to prepare interim reports for management use.
2- It is naive to think that a great number of Assembled 
Financial Statements "Internal Use" only reports would not 
find their way to banks and other creditors. The current 
compilation report provides a reasonable and professional 
method for issuing financial data while informing the reader 
what disclosures, if any, have been omitted.
3- The recommended context of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the "Assembled Financial 
Statements" is unusual and unprofessional.
4- The "Assembled Financial Statements" may have material 
departures from the basis - of accounting used of which the 
accountant may be aware.
In summary, "Assembled Financial Statements" diminish the standards 
and principles of which the AICPA should be proud.
Continued...
Mr. Melancon
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On another matter I find it disgusting and a "devaluation" of the 
hard work that we have all endured to become CPA's and 
owners/partners in our own firms that now Non-CPA's can be owners 
in a CPA firm.
It seems clear from these two issues that the local practitioner's 
belief is correct that the AICPA caters to the large firms when 
reaching final decisions on important issues.
I sincerely hope that you will reconsider any action/proposal by 
the AICPA that undermines the CPA's professionalism, as the 1994 
vote to allow non-CPA ownership of CPA firms has done, a trend I 
believe will continue should the "Assembled Financial Statements" 
be voted into existence.
Very truly yours,
CHECKERS SIMON&ROSNER
Writer's Direct Line 
312/917-0632
Certified
Public
January 12, 1996 Accountants
and Business
AICPA Accounting and Review Services Committee
ARSC File 9508
American Institute o f Certified Public Accountants
1211 Avenue o f the Americas
New York, New York 10036-8775
Dear Committee:
The firm o f  Checkers, Simon & Rosner LLP is pleased to have the opportunity to comment on the 
exposure draft o f the Proposed Statement on Standards for Accounting and Review Services, 
"Assembly o f  Financial Statements for Internal Use Only" ("Exposure Draft") o f the AICPA 
Accounting and Review Services Committee ("ARSC"). These recommendations and comments 
represent my position as managing partner of Checkers, Simon & Rosner LLP.
My position is to not support the issuance of the Statement ("SSARS") for three basic reasons:
1. I absolutely do not agree with the logic used by the ARSC's rational supporting the need for an 
assembly level o f service. Existing standards basically allow practitioners to issue compiled and 
non-footnoted financial statements, based on generally accepted accounting principals or 
"OCBOA". If  we plan and supervise engagements appropriately and use current technology, 
incremental costs provided by current standards are minimal.
2. I believe the engagement letter proposed is an insult. If  my firm sent the proposed engagement 
to our client base, it would send the most self-serving message imaginable!
3. We are a profession based on standards that should set us apart — not say me too! I understand 
that we need to be competitive, but we should not need to compete with everyone. The basic 
standards o f being a CPA must and should stand for a certain level o f quality. CPAs should not 
stand for you can get whatever you want as long as you pay me cash.
Very truly yours ,
Jerome A. Harris
M anaging Partner
CHECKERS, SIMON & ROSNER LLP
O ne South W acker D rive Chicago, Illinois 6 0 6 0 6 -3 3 92 312/346-4242 Fax 312/917-0680 M em ber o f  BKR International, Offices in Principal Cities
Davies, H ouser, Secrest &  H arris, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
December 28, 1995
Accounting and Review Services Committee (ARSC file 9508)
American Institute of Certified Public Accountants, Inc.
1211 Avenue of the Americas
New York, New York 10036-8775
To whom it may concern:
We support the standard detailed in the exposure draft entitled "Assembly of Financial 
Statements for Internal Use Only." We believe such a standard would enable CPAs to 
competitively provide their privately-owned company clients with a valuable service. 
Our firm has increasingly experienced pressure to provide our clients with important, 
quality information at affordable prices in order to compete with unlicensed, 
unregulated non-CPA firms.
We see the assembly engagements as a much needed service for our clients who require 
timely, accurate information as an aid in managing their business. These engagements 
would allow us to concentrate on the management needs of our clients rather than 
spending time and resources devoted to complying with compilation requirements.
We believe quality standards should be maintained for "assembly" services as in any 
other type of engagement. We also feel that documented communication between 
clients and CPAs detailing the purpose and limitations of these services is necessary.
Overall we believe the time has come for "assembly" services, so CPAs can be more 
competitive in meeting the wishes and needs of privately-owned companies.
Sincerely,
DAVIES, HOUSER, SECREST &  HARRIS. P.A.
  —
Stephen C. Houser
Certified Public Accountant
SCH:FLA
535 DELANNOY AVENUE • POST OFFICE BOX 129 • COCOA, FLORIDA 32923-0129 
TELEPHONE (407) 636-0426 • FAX (407) 636-4986 • COMPUSERVE 72311.2113
G ingras, Collister, Babinski &  Co.
Certified Public Accountants
Bernard R. Gingras, CPA 
William M. Collister, CPA 
Raymond Babinski, CPA
333 Fairfield Road 
Fairfield. NJ 07004
(201) 227-8100 
Fax (201) 227-4968
Brian R. Dec, CPA 
Wendy A. Lugie, CPA
December 29, 1995
Dan M. Guy, Vice-President 
Professional Standards and Services 
(Formerly Thomas P. Kelley)
AICPA
ARSC File 9508 
1211 Avenue of the Americas 
New York, New York 10036-8775 
Dear Mr. Guy:
I am writing you with respect to the proposed Statement on Standards for Accounting 
and Review Services. Assembly of Financial Statements for Internal Use Only dated September 
6, 1995. I am writing on behalf of my practice unit, a small group of six accountants 
including the three partners, as immediate past president of the New Jersey Society of 
Certified Public Accountants (1994-1995) and as a current member of AICPA Council. I am 
concerned that the adoption of the new reporting standard proposed in the exposure draft 
will negatively affect the profession and will not benefit the public.
I believe the real issue is "standards overload." That has always been the issue 
and this exposure draft does not address it competently. In 1982, I went to New York City 
and made a video (CPA Video Journal No. 19, Accounting Standards Overload) with Stan Scott, 
Tom Kelley and another practitioner from New Jersey. I'm sure you've never seen that video 
because, although I agreed 13 years ago that there was a "standards overload," I did not 
agree with the AICPA's exposure draft of how to deal with that overload. Consequently, 
I have probably only one of two existing copies of CPA Video Journal No. 19. But that was 
then, and this is now, and the overload problem has only become worse. However, this 
current exposure draft does not Itself add to the "standards overload" problem, because,
  it is a standard "without standards." Therein lies a major problem.
The exposure draft states "based on focus group sessions and discussions with 
members, ARSC believes that many non-public entities do not require financial statements 
that comply in all material respects with generally accepted accounting principles or other 
comprehensive basis of accounting to meet their ongoing internal managerial needs". The 
problem with this exposure draft is that there is no way to determine what level of 
compliance either material or immaterial there is with GAAP or OCBOA. The standards 
involved can either be almost all or nothing, but there is no way of knowing. The exposure 
draft states that since these are for internal use and they are being used by knowledgeable 
people, they will know what standards and services are involved. The very fact that these 
are proposed to be used by small business people debunks that theory. Many, if not most, 
small business people do not know what GAAP, OCBOA or any other system of accounting is. 
Saying that they are knowledgeable, is merely sticking one's head in the sand.
The "service" that is being proposed in this exposure draft is really no service at
all. That is the biggest problem, albeit a political one, with this exposure draft. At
a time when the CPA profession is under attack by both American Express on one side and
a group of non-educated, unexperienced, non-licensed accountants on the other side lobbying
for a new class of licensed accountants, this release has a devastating effect.
Dan M. Guy, Vice-President 
December 29, 1995 
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The ongoing discussion concerning a new class of licensed accountants under the CPA 
level is complex. Essentially, those "unwashed accountants" argue that they should be able 
to perform compilations, which is the base service at this time. They state that the 
service is needed on a cost-effective basis by business owners and that since this is the 
lowest level of service, there is no education or experience necessary. The CPA profession 
counters by pointing out that even with this lowest level of service, one still needs to 
know and understand GAAP, GAAS and the entire library of accounting literature. By 
creating a "service" below that of a compilation which has no standards, you've created 
the exact work product that this new class of accountants will claim to be their domain 
and legitimize their drive for licensing.
As previously stated, I am in a small practice unit. I believe the demographics of 
our practice unit's members and composition of its clientele is representative of most 
small practice units. That being said, we do not see where at this time we would be 
providing the "service" contemplated by the exposure draft. Compilations either on a GAAP 
or OCBOA basis with or without disclosures seem to be an adequate floor for our practice 
unit's service at this time.
The issue of "standards overload" and this exposure draft was on the agenda at the 
spring Council meeting in Florida. I recall my breakout group coming to a consensus that 
there was a "standard overload" but reaching no consensus concerning the positions embodied 
in this exposure draft. I believe my breakout group is representative of all of the 
Council's breakout groups. Clearly, if Council had come out in favor of the concept of 
this exposure draft, that endorsement would be prominently displayed in the rhetoric 
concerning its approval. Absent that endorsement, any reference to Council regarding this 
exposure draft is conspicuous by its absence. If this issue were brought to Council for 
a vote, and I'm sure it would not be since Council seems not to be in favor of it, I would 
at this time vote against it.
I'm concerned from a technical standpoint with two issues in the exposure draft. 
If this exposure draft is approved, 2 do not believe that the legend placed on each page 
should be optional and I believe that the headings of the financial statements should 
include the word "assembled." I am also concerned that this "service" escapes peer review. 
If it is not covered by peer review, is this "service" also not covered by my professional 
liability insurance policy? I don't have the answer to that, but perhaps ARSC does.
Those are my thoughts concerning this exposure draft. I should note that this is 
the first exposure draft I've responded to in quite a long time. I appreciate the 
opportunity and compliment you for getting to this point in my letter. As evidenced by 
their countersignatures, my two partners share in this response. If we can provide any 
further information concerning our comments, please feel free to contact us directly.
Sincerely,
GINGRAS, COLLISTER, BABINSKI & CO.
BRG:sbc
cc: Andrew L. DuBoff, CPA
Barry C. Melancon, President
American Institute of
Certified Public Accountants
1211 Avenue of the Americas
New York, N.Y. 10036
Dear Mr. Melancon:
I oppose "Assembly of Financial Statements Internal Use Only" 
as described in the AICPA Exposure Draft, dated September 6, 1995, 
for the following reasons:
1. Assembly type financial statements are needless because there 
currently are AICPA provisions for compilation reports with­
out GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit grantors 
and others.
3. The recommended content of the illustrative Engagement Letter 
in the Exposure Draft, and the reference to inclusion of the 
Engagement Letters on each page of the Assembly Financial 
Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material departures 
from the basis of accounting used of which the accountant may 
be aware.
In summary. Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
Very truly yours,
Address
City, State, Zip
NATIONAL SO C IETY OF PUB LIC  A C C O U N TA N TS
1010 North Fairfax Street • Alexandria. VA 22314-1574 
TEL: 703-549-6400 • FAX: 703-549-2984 
TOLL-FREE: 1-800-966-6679
Board or Governors 
President
Joseph L. Kaufmann 
Egg Harbor City. New Jersey
First  Vice-President 
Leroy A. Strubberg 
Union. Missouri
Second Vice-President 
Dougins G. Burnette 
Lancaster. South Carolina
SeCRe TARy-T  REaSUREr 
Robert J. Holden 
Waitsfield. Vermont
Governor, D istrict I 
Richard F. Lewonski 
Colchester. Vermont
Governor. D istrict II  
Clara M . Ciuffo 
Brick. New Jersey
Governor. District I I I  
Elizabeth W . Meredith 
Annandale. Virginia
Governor. D istrict IV  
Ralph C. McBride 
M arietta. Georgia
Governor. District V  
W illiam  F. M orrissey 
Kenosha. Wisconsin
Governor. D istrict V I 
John E. Montgomery 
Gulfport. Mississippi
Governor. District V II  
DuWayne T. Peterson 
Hutchinson. Minnesota
Governor. District V III 
LaVerne Long 
Newport. Arkansas
Governor. District IX  
Robert L  Gordon 
Bend. Oregon
Governor. District X  
Jeffrey A. Adelstone 
Tucson. Arizona
Governor. District X I 
Pauline S. Becker 
Honolulu. Hawaii
Past President 
Milton Brown 
Clifton. New Jersey
Past President 
Gary C. Rohrs 
Independence. Missouri
Execu tive V ice President 
James E. Thomashower  
Alexandria. V irg in ia
James E . Thomashower. Executive Vice President 
1010 North Fairfax Street
Alexandria. Va  22314-1574 
TE L: 703-549-6400
January 1 9 , 1996 1-800-966-6679
FAX: 703-549-2984
Thomas P. Kelley, CPA
Consultant on Professional Standards
331 West 57th Street, Suite 339
New York, New York 10019
Dear Tom:
As we recently discussed by telephone, the Exposure Draft on Assembly of 
Financial Statements for Internal Use Only was circulated for comment among 
members of the Accounting Standards Committee o f the National Society o f Public 
Accountants. Although it was my original intent to provide you with copies o f the 
individual responses from the committee members, our chairman, Ezra Smith, has 
recommended that it would be more appropriate to summarize the issues that our 
members raised.
What follows then is a summary of the principal concerns expressed by 
committee members. I should make it dear that this does not necessarily represent a 
consensus o f opinion o f that committee, since no formal discussion was held nor any 
vote taken. Neither should it be regarded as an official position o f  NSPA, since it has 
not been considered or approved by the Board of Governors.
A number o f responses expressed concern that the practical result o f the 
proposed exception to SSARS 1 would ultimately be the abandonment o f all standards 
for the preparation o f statements for small business entities.
Another concern expressed was that the draft and associated materials appear 
to denigrate the use o f professionally prepared financial statements as decision-making 
tools for internal management. This is a legitimate, primary use for such statements 
which could be undermined by the promotion of plain-paper statements that are not 
prepared in accordance with generally accepted standards.
Concern was expressed that, as a practical matter, some degree o f third party 
use is inevitable. The suggestion in paragraph 6 that the accountant notify third parties 
directly may be impractical in our litigious society.
Thomas P. Kelley, CPA  
January 19, 1996 
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Understanding that the intention of the proposal is to allow providing 
preliminary information to a small business entity in a more timely and cost effective 
manner than  the preparation of a fully adjusted statement would allow, members o f the 
NSPA had a number o f suggestions which the ARSC might consider. These include 
the following:
♦ Add descriptive language to the statement title, e.g., inserting the word
“Preliminary” into the title.
♦ Expand the legend to be more meaningful, e.g.: “This preliminary statement is 
intended for internal use only because it was not prepared in accordance with 
recognized accounting standards.”
♦ Make the legend a requirement rather than an option.
♦ Make the transmittal letter more descriptive o f the reasons the statement is 
intended for internal use only.
♦ Make the transmittal letter a requirement rather than an option.
♦ Revise the proposed engagement letter to clarify, in language understandable 
to a lay person, the differences between the plain-paper statement and one 
prepared according to a recognized accounting standard.
I  hope that these comments will be helpful to the ARSC in considering the 
future o f  this project.
Sincerely yours,
James E. Thomashower 
Executive Vice President
cc: Ezra Smith, Chairman, NSPA Accounting Standards Committee
BOSW ELL, C O O K  &  H U D D L E S T O N , CPA's, P.C.
MEMBERS
AMERICAN INSTITUTE OF 
CERTIFIED PUBLIC ACCOUNTANTS
5575 POPLAR AV. -  SUITE 717 
MEMPHIS. TENNESSEE 38119 
901/685-7452
DONALD W. BOSWELL. C.P.A. 
DONALD E. COOK. C.P.A. 
THOMAS C. HUDDLESTON. C.P.A.
TENNESSEE SOCIETY OF 
CERTIFIED PUBLIC ACCOUNTANTS
January 18, 1996
Thomas P. Kelley, ARSC File 9508
AICPA
1211 Avenue of the Americas
New York, NY 10036-8775
Dear Mr. Kelley:
Please forgive the late reply, but my partner captured the 
requested Exposure Draft and promptly missplaced it.
First, many thanks to the ARSC for undertaking this project 
and developing a solution to this problem. It is a major step in 
the right direction. I have been with E & E and as a sole 
proprietor and as a partner since my AICPA certificate was first 
issued in February 28, 1957.
Second, I am aware that some would have CPAs limit their 
practice to being auditors. This mistake is akin the Railroads 
insisting that they were in the business of railroading and not 
the transportation business. Someday the government may require 
government auditors to do the audit of public companies and state 
and local governments.
Third, the Exposure Draft fails to recognize the 15 million 
and growing number of home based businesses, from which giants 
may grow. If it were not for this product, this market might 
bypass CPAs the same as financial planning, computer processing, 
income tax, etc.
The CPA needs the flexibility with home based businesses to 
develop an ultra efficient documenting and reporting system that 
takes advantage of computers and the owner-operator character­
istics. Home based businesses need to outsource controllership 
to CPAs to lower the current "death rate" of new businesses.
Fourth, the engagement memo needs a softening clause in the 
sentence beginning "Further,". For example, "Further, to avoid 
confusion with audited financial statements that CPAs also 
provide, you represent and agree that their distribution will be 
limited to those internal persons with similar knowledge."
Great Job! Don't fail to promote its adoption with or 
without my suggestion.
Sincerely,
D. W. Boswell, CPA
L IP N E R . G O R D O N  &  CO .
C E R T IF IE D  P U B L IC  A C C O U N T A N T S
185 GREAT NECK ROAD. GREAT NECK. NEW YORK 1102 1 
TEL (516) 4 8 7 -4 0 7 0  • FAX (516) 7 7 3 -4 2 8 9
Members
American institute of 
Certified Public Accountants 
New York State Society or 
Certified Public Accountants 
National Conference of 
CPA practitioners
January 19, 1996
Barry C. Melancon, President 
American Institute of Certified
Public Accountants 
1211 Avenue of the Americas 
New York, NY 10036
Dear Mr. Melancon:
We oppose "Assembly of Financial Statements Internal Use Only" as 
described in the AICPA Exposure Draft, dated September 6, 1995, for 
the following reasons:
1. Assembly type financial statements are needless because 
there currently are AICPA provisions for compilation reports 
without GAAP disclosures which are widely used.
2. It is naive to assume that so-called Assembly Financial 
Statements will not ultimately reach bankers, credit 
grantors and others.
3. The recommended content of the illustrative Engagement 
Letter in the Exposure Draft, and the reference to inclusion 
of the Engagement Letters on each page of the Assembly 
Financial Statements is unusual and unprofessional.
4. The Assembly Financial Statements may have material 
departures from the basis of accounting used of which the 
accountant may be aware.
In summary, Assembly Financial Statements diminish the standards 
and principles of which the AICPA should be proud.
All of the CPAs on our professional staff are members of the AICPA.
Very truly yours,
LIPNER, GORDON & CO., LLP
 
Leon I . Lipner
LIL:gs
